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H ouse op R epresentatives,
Subcommittee on T ransportation and Aeronautics 
of the Committee on I nterstate and Foreign Commerce,

]V askington, D.C.
The subcommittee met at 10 a.m., pursuant  to call, in room 1334, 

Longworth Building , Hon. John Bell Williams (chairm an of  the sub­
committee) presiding.

Mr. Williams. The committee will come to order. This morning  
the Subcommittee on Transpo rtation and Aeronautics is sitting  to con­
duct hearings on varied subjects, the first of which has to do with the 
Civil Aeronautics Board’s actions in allegedly dive rting  airline traffic 
from Friendship Airpo rt to Dulles Internatio nal Airport.

There have been charges in the press, as I  understand it , on the pa rt 
of the interested persons to the effect th at the action of transfer ring  
these flights from Fr iendship  to Dulles is not in the public interest. In 
addit ion to that  subject, the committee will touch upon the subject of 
airlines subsidy policy for  the local service airlines and also action of 
the Civil Aeronautics Board in connection with cer tain routes held by 
Northeast Airlines in the nor theaste rn part  of the United States.

I f  there is no objection on the pa rt of the subcommittee we will vary 
our procedure to some extent  by suspending the rules so as to permit 
the interrogation of witnesses by Mr. Nelsen of Minnesota and Mr. 
Kei th of Massachusetts, both of whom are members of the parent Com­
mittee on Inter state  and Foreign Commerce.

The Chair  hears no objection, so the rules will be suspended to th at 
extent.

Mr. Hemphill. Mr. Chairman, is it possible for  us to have a 5- 
minute  rule so that  the jun ior  members of the committee might have a 
chance to interrogate in the short time tha t we have.

Mr. Williams. If  there is no objection we will limi t the  initial in­
terrogatio n to 5 minutes and make as many rounds of the committee 
as is necessary.

Mr. Hemphill. I am very grateful to you, Mr. Chairman.
Mr. Williams. You don’t have any objection to permitting inte r­

rogation by Air. Nelsen ?
Mr. Hemphill. No, sir. I welcome the distinguished gentleman 

to the  subcommittee with his scintillating intellect.
Mr. Williams. Our first witness th is morning will be our distin­

guished colleague from the State of Maryland, the defender of 
Friendship , Air. Friedel.
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STATEMENT OF HON. SAMUEL N. FRIEDE L, A RE PRES ENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND

Mr. F riedel. Thank you. Mr. Chairman, I want  to thank you for 
scheduling this hearing today to give us an opportunity to clear up 
several points relative to airline  service—or the lack of it—through 
Friendsh ip International Airport. I will make my remarks brief so 
that  the other distinguished Marylanders present can express their  
views on this  problem.

All of colleagues on this  committee will recall my statements in 
previous meetings concerning the complaints I  have received about the 
lack of service from Friendship Airport to many par ts of the country, 
as well as complaints about the misrouting of passengers to Dulles 
when they specifically requested service to Friendship.

This  misrouting problem apparently occurred as a result of direc­
tives issued to the airlines by the Civil Aeronautics Board and the 
Federal Aviation Agency to the effect tha t Dulles is now the airport 
for service to “Washington a rea passengers.”

Such instructions in the hands of a irline personnel throughout the 
country  who are not fam iliar with this a rea caused them to advise their 
passengers that if they wanted to go to Washington, Baltimore, or any 
place else in Maryland, they would have to land a t Dulles A irport.

No mention was made of the  fact  that Dulles is 75 miles from Bal ti­
more—or that the re is no ground t ransporta tion from Dulles to Bal ti­
more (with the exception of a cab r ide at a cost of  $25 to $30).

Naturally, these complaints  were not doing the  airlines any good 
since their  passengers were dissatisfied with the inconvenience and 
extr a cost involved, not to mention the time lost in ground 
transportation.

In  an effort to correct this misrouting  problem, I  had a series of 
meetings with officials of four major airl ines and presented these com­
plaints to them. I am very pleased to report  th at  as a result of these 
meetings, every airline official I spoke with took immediate action to 
correct the problem of misrouting.

I have copies here of the instructions the  airl ines gave their  person­
nel very clearly explaining tha t Dulles is not the airport for service 
to people going to Bal timore and other Maryland points. As a result, 
complaints about misrouting have almost stopped and I want to com­
mend the airl ines fo r the ir wholehearted cooperation.

The biggest problem we have now is that of inadequate service from 
Friendsh ip Airport. I  know that the CAB has compared the number 
of flights we have now to the number we had before Dulles opened 
last fall, but this comparison is very misleading.

The CAB figures do not show that, as a result of their  instructions 
to the airlines to use Dulles, Friendship lost its only flight to London. 
When you consider th at  Baltimore is the sixth  largest city in the 
country , I  think you will agree tha t we should have such service.

Here again, it is a pleasure to tell this subcommittee tha t Pan  
American Airlines listened to our complaints and  s tarted  working on 
the problem immediately. Yesterday, I received the good news th at 
Pan American will star t daily service to London, Frankfurt,  and
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Munich from Friendship Ai rpo rt on September 29 and will extend 
service to Par is and Rome from three flights a week to daily service.

This shows tha t we can obtain wholehearted cooperation from the 
airlines, and they want to serve Friendship, if only given the chance. 
I thin k it also proves tha t the airlines did not move f rom Friendship 
to Dulles voluntarily.

I will not take time to list  each instance o f inadequate service but 
1 have some schedules here, which each member of the committee can 
review. A good example is the service from Friendsh ip to Newark 
and Idlewild Airpor ts. We have no service to La Guardia. You 
will see tha t we have a flight at 8 a.m. and the next f light  is 3 :20 p.m.

Gentlemen, this is a gap of 8 hours when we have no service at all 
to New York. This is what  I mean by inadequate service. By the 
way, I might say th at Allegheny agreed to put  service from Friend­
ship to Newark in between these hours withou t any subsidy and as 
yet they have not been given permission to fill this gap.

There  is also a 6-hour gap in service to both Chicago and Detroit. 
We do not  have any service to Miami afte r 5 p.m. and no return flights 
afte r 5 :45 p.m. We only have one flight a day to many other large 
cities.

Gentlemen, there are more than 4 million people living  within a 
50-mile radius of Friendship  Air por t and less than  h alf  th at number 
living within a radius of 50 miles of Dulles. There is no question 
in my mind tha t the majority of these people can be bette r served 
through Friendship and tha t they are entitled to more adequate and 
convenient service.

When I mentioned this poin t to the committee in a previous meet­
ing, Mr. Halaby said “Are you talking about people—or airline pas­
sengers?” My answer is t ha t in this jet age, almost every person is 
a potential airline passenger and should be considered as such.

I requested this hearing today because our committee handled the 
legislation to establish Dulles A irpo rt, and it seems to me that most of 
our problems are a resul t of the way the CAB and the FA  A interpret 
tha t law. I  want to ask the Chairm an of the CAB, Mr. Boyd, sev­
eral questions in the hope th at our subcommittee can clear up any mis­
interpreta tions  of the law establishing Dulles Airport.

Mr. Chairman, as a member of this committee, T do not believe 
it was the intent of Congress that  all airlines be required to serve the 
people of the Baltimore-Washington area through Dulles Airpor t. 
It  has always been my underst anding tha t we established a new air ­
port to take  care of the futu re traffic which could not be handled by 
the existing airports, Fr iendship  and Washington National.

Now tha t Dulles is in operation, I  know we must use it. But I feel 
tha t the decision as to which airp ort  to use should be left to the discre­
tion of the airlines. I do not thin k there is any member of this sub­
committee who will say that  the passengers in Washington and nearby 
Maryland can be served better through Dulles Airport.

And a fte r all, airline service is supposed to be provided on the basis 
of “public convenience and necessity” not on the basis of what you or 
I or the CAB or the FA A want. If  the airlines want to serve the 
people of Washington and nearby Maryland through Friendship 
Airport because it is more convenient, they should be allowed to do so.
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And if the members of  the committee feel th at we need an amend­
ment to the law to permit them to do this, then I am prepared to 
introduce such an amendment.

Mr. Chairman, th is is my br ief statement. We have other witnesses 
from Maryland, members o f the Maryland delegation, and we have 
also the  chairman of the a irport  board and I am very anxious to talk 
to Mr. Boyd.

Thank you very much.
Mr. Williams. Mr. Friedel, let me see. if any members of the com­

mittee have any questions they would like to ask. Mr. Hemphill.
Mr. Hemphill. Thank you, Mr. Chairman. I want to salute our 

distinguished friend from Maryland. Certainly his advocacy of 
Friendship and the use of  that airport has been a magnificent effort 
on his part. I congratulate you on tha t effort. You have been 
Friendship’s strongest frien d in Congress, an unwavering friend. I 
congratulate you.

I would like to ask a couple of questions because of things I have 
jus t heard. Before Dulles  was built was there any proposal to make 
Friendsh ip an interna tional  airp ort known as the Washington-Balti­
more International Ai rport or any thing of tha t nature ?

Mr. Friedel. Yes. When it was first built it was called the B alti ­
more-Washington Inte rnat iona l Airport. We had set up a customs 
inspector  and also services for  immigration at the airpo rt. We had 
facilities  for them.

Mr. H emphill. Was th ere any proposal at any time to use it  as the 
airport, for the National Cap ital instead of building Dulles, which 
proposal was turned down by e ither Baltimore or Maryland or people 
having jurisdiction over Friend ship  Airpor t ?

Mr. F riedel. Yes; that, proposal was made and considered by this 
committee as well as the Senate  Commerce Committee. And no one 
tha t I  know of from Baltimore or Maryland turned down this pro­
posal. On the contra ry, we fought to have it  approved by the 
Congress.

Mr. Hemphill. I had heard that. I came on the scene after  the 
mistake of authorizing Dulles was made, if it was a mistake. The 
gentleman I  am sure has some ideas about that.

Mr. F riedel. We all fought the proposal to build Dulles Airport. 
We felt that  they could util ize Friendship and there was no need of 
spending this $100-and-some million to build another airport .

Mr. H emphill. $110 million.
Mr. Friedel. $110 or $111 million and probably before we get 

through the cost will run over $150 million, but the po int is that when 
Friendsh ip was built, Washington National was overcrowded. 
Planes  were stacked up over Washington and we couldn’t get adequate 
service out of Friendship, even before Dulles, way before. For 9 
years we were in the red.

Then when jets came in we star ted getting  out of the red because we 
had the only airport tha t could handle jets. We are now in the black 
and we want to stay in the black.

I know tha t Dulles will eventually be needed, but it would be a 
mistake to  sacrifice Friendship A irpor t to get Dulles on a paying basis.
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We were in the red fo r 9 years. Let Dulles take th eir time. Congress 
made a mistake in voting to  establish i t 10 years ahead of time.

Mr. Hemphill. Tha t poses another question in my mind. Is there 
demand for service at Frien dsh ip ?

Mr. F riedel. I s there a demand?
Mr. H emphill. At Friendship.
Mr. F riedel. Yes; there is. At Friendship  wherever the airlines 

have given us through  flights they have done very, very, very good. 
The BOAC used to go to London from Friendship . I understand 
they did very well out of Friendship. They also carried heavy cargo.

Mr. H emphill. Fre igh t flights?
Mr. F riedel. Yes; f reight  flights out of Friendship, and they moved 

to Dulles. That is one o f the things I want to clear up. Under the 
Airp ort Act I  understand they have to give a reason when they move. 
I know of no reason given by BOAC.

Mr. I Iempiiill. You are say ing yes or no tha t there is the  demand— 
tha t is, the demand for passenger  service and the demand for freight 
service—at Friendship A irport  today and that the demand is not being 
met because of lack of service ? Are you saying tha t ?

Mr. F riedel. Yes. I am saying that we could do much be tter i f we 
got the proper  service and the best proof in the world is what I said 
earlier, tha t Pan American is going to run daily flights to London, 
Pari s, Home, Munich, and Frankf ort.  They now run three flights a 
week to Pari s and Iiome, but they are going to run daily flights. They 
wouldn’t do that unless they were doing good business.

Mr. I Iempiiill. We are mak ing a record here and I  am very anxious 
to know whether or not, since we are sitting, I suppose, in th is current 
jurisdiction with the  CAB, a hear ing of this  nature, i f the flights were 
there would the patronage be there?

Mr. F riedel. The passengers would be there. It  would be in the 
best public interest. Not only that, but a lot of people are incon­
venienced by going to Dulles because the airlines have taken off some 
good through flights out of Friendship th at have hur t the passengers.

In  fact, we have had three  flights I think  tha t were transferred to 
Dulles and now have been transfer red back to Friendship , because 
tha t is where the business is.

Mr. I Iempiiill. Aly 5 minutes are up. Air. Chai rman, at the  end of 
the other members’ questions I would like to explore this further.

Air. AVilliams. All righ t. Air. Devine.
Air. Devine. Thank  you. Air. Chairman.
Air. Friedel, do you know of any specific cases where pressure has 

been exerted by any organizat ion or any agency to remove flights from 
Friendship to Dulles ?

Air. F riedel. I can’t say specifically t ha t they were pressured, but 
just using commonsense, when a flight tha t was leaving Friendship 
Airp ort was doing good and transferred to  Dulles, where it would cost 
them a million dollars more a year, that  doesn’t add up as good 
business.

Mr. Devine. What airline was that ?
Air. F riedel. BOAC.
Air. Devine. How about any of our domestic carriers ? Have they 

transferred from Friendship to Dulles ?
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Mr. F riedel. Yes ; there have been a few, but some have come back. 
Easte rn Airlines went to Dulles. They transfer red their  jet flight 
out of Friendship to Miami. They tried it out at Dulles. It  didn’t 
work. They are back at Friendship and they are doing very, very 
well.

Mr. Devine. Has your volume reduced since the opening of Dulles ?
Mr. Friedel. Yes, sir.
Mr. Devine. What percentage, do you know ?
Mr. Friedel. Orig inally it was around 40 percent but it is down 

now to about 22 or 23 percent.
Mr. Devine. As you know, we have sat together on this committee 

through a number of hearings  and a number of areas and time and 
again this same issue conies up tha t the domestic carr iers, the trun k 
carriers , have been induced to remove themselves from Friendship to 
Dulles, but no one yet has come up with any specific example or any 
case where anyone has exerted at least direct pressure.

Mr. Friedel. No; I  cannot put my finger on it. I think there was 
pressure. However, I  can’t say th at Mr. Boyd or Mr. Halaby in any 
way, shape, or form have  done that , but  actions speak. We have been 
hurt . The airlines d idn ’t know whether Dulles was going to be good 
or not, but  they went there. When they have to pay landing fees two 
and a ha lf to th ree times higher than  they  do at Friendship and are 
doing well at Friendship, why would they move? I can’t answer the 
question specifically to say tha t they were pressured, but for some 
reason or another they moved, maybe because of  a misunders tanding 
of the ruling. Th at is one thin g I am going to try  to  clarify  today.

The airlines migh t have been under the wrong impression as a result  
of instructions from the  CAB or FAA.

Mr. Devine. I thin k we all recognize the gentleman from Maryland 
has been a s teadfast  fighte r fo r Fr iendsh ip and brings it up on every 
occasion. I think your constituents recognize tha t.

Mr. F riedel. I want  to thank you because you have been very, very 
helpfu l too.

Mr. Williams. Mr. Nelsen?
Mr. Nelsen. No, I have no questions.
Mr. Williams. Mr. Hemphill.
Mr. Hemphill. Yes, I would like to pursue this a little furth er. 

Was Friendship Airpo rt ever afforded the opportunity of being the 
international  a irpo rt that Dulles is hoped to be by some optimists.

Mr. F riedel. The correct  designation is Friendsh ip International 
Airport. However, it was never given an oppor tunity to funct ion as 
such because we could not get the CAB and the old CAA to agree tha t 
it is the international airp ort for service to people of the Washington 
area. They have always maintained tha t it is fo r the people of Balti ­
more only, and they did  not change this  position until the jets came 
and they were told to utilize Friendship by the Senate Commerce 
Committee in its report in, I think, 1959. Friendship was prepa red 
to provide adequate service to  the people of the whole Washington- 
Baltimore, Md., area and we did so very efficiently until Dulles opened 
last  November. Then the CAB went back to its old position tha t 
Friendship  is not the airpor t for service to th e people of the Wash­
ington area and tha t such service should be provided out of Dulles.
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Therefore , I think I can say that  we were not given th e opportunity 
to provide service.

Mr. Hemphill. Like my distinguished friend  from Ohio I have 
been sit ting  in on a good many hearings  in which th is m atte r has been 
belabored to some extent. As I  unders tand the law, the FAA  has no 
power to diver t traffic from any one airp ort to any othe r airport. 
Isn ’t t ha t true ?

Air. F riedel. Tha t is my unders tanding too.
Air. H emphill. Then when you say the FAA, according to your 

suspicion o f your belief, p ressured the transfer  of certain  flights or 
routings  to Dulles instead of Friendship, actually the FAA doesn’t 
have tha t jurisdiction, does it ?

Air. F riedel. As fa r as rou ting  they don’t have th at jurisdiction.
Air. Hemphill. Tha t is what  I thought. I just want to get the 

thing; in the right perspective. I f  anybody diverted the traffic then in 
the Government i t would have been the CAB, would it not?

Air. F riedel. It  would be under their  jurisdiction, yes.
Air. H emphill. I just want to get the thing in the ri gh t perspective.
Air. F riedel. I think maybe everything can be cleared up because I 

think it is a misunderstanding.
Air. Hemphill. Let us clear th at  up. I don’t want to have any mis­

understand ing either because the airlines are ganged togethe r ap­
paren tly to beat the bill to make a corporation for the operation of 
Dulles and National, which I think was not in good fai th on their  
part so f ar  as the airlines are concerned, but I just  want to  make sure 
tha t we know who is responsible.

If  anybody is responsible it would be the CAB ra ther  tha n FAA?
Air. Friedel. So far  as the routing, it has to be the CAB.
Air. Hemphill. 1 want to get the FAA out of the picture. It is 

nice to slap everybody in sight,  but I want to make sure we get the 
righ t ta rget .

Air. Friedel. I want to say that I am very fond of Air. Halaby  of 
FAA  and a great  admirer of Air. Boyd of CAB. 1 think they are 
both doing a wonderful job. I think it is a misunderstanding or 
misinterpretation  of the  law, and I hope we can clear this up. They 
are both dedicated, public-spirited citizens and they are doing a good 
job.

Air. Hemphill . I agree with that  last statement, but I do not want 
to include some agency that has no responsibility or auth ority  in the 
held in any accusations of misunderstanding. 1 don't think the  FA A 
has anything to do with it. I hope the gentleman will agree with me, 
because I just want to get that  point clear now.

Air. F riedel. I think we have made that  clear. I agree with you.
Air. Hemphill. All r ight.
Air. AIacdonald. Will you yield?
Air. Hemphill. I would be happy to.
Air. AIacdonald. I would just  like to say tha t I have never seen a 

more tenacious, successful fight again st any piece of legislation waged 
here in Congress during my 9y2 years here, and I would like to say 
publicly, and I hope for any Baltimore papers here, th at Air. Friedel 
certainly has p ut on a one-man crusade within the subcommittee, and 
within the committee, and on the floor and I think,  while perhaps not
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everybody in the committee agrees with him, everybody admires, as I  
say, his tenacity and his success in keeping this th ing  open as long as it 
has been open.

Mr. Friedel. I want to thank you very, very much for your fine 
contribution  to t hese discussions.

Mr. W illiams. Will  the gentleman yield to me on that  point?
Air. Hemphill. I would be happy to yield and happy to yield for 

the adulation of my friend.
Mr. W illiams. That is my purpose, too, and I simply want to  say 

tha t Mr. Friedel is not only car rying on the long and hard battle but 
lie is prepar ing to carry on a successful battle. Did you have any 
more questions?

Mr. Hemphill. I jus t have one more question. One of the things  
that has troubled me since we brought into focus th is particu lar ques­
tion on the utilization of Friendship and of Dul les is whether or not 
you people have ever proposed any system of rapid transp ortation 
to Friendsh ip?

Mr. Friedel. I don’t know if Baltimore City proposed tha t, but 
there have been some proposals according to  the press. I can assure 
you tha t even if the Congress had authorized such a transportation 
system it  would have cost a lot  less money than bu ilding Dulles.

You must realize tha t at Friendship A irport, as big as it  is and as 
nice as it is, they are not using  one-third of their capacity.

Mr. Hemphill. I am well aware of tha t because I  have been over 
there  and flown in and out of there, but the difficulty with Friendship 
and the difficulty with Dulles is apparently gett ing to and from the 
airport, the time consumed. It  is difficult, and it is almost to the 
point  of i rrita tion to get to either place from Washington.  I wonder 
if the gentleman from M aryland has considered th at in his contempla­
tion and utiliza tion o f Friendship.

Mr. Friedel. I t would be a big undertaking for  Baltimore City to 
try  to work out a rapid t ran sit system from Washington to  Friendship 
and from Baltimore to Friendship, both, but if the Government had 
done that, we could have had the rapid tran sit and saved a lot of money 
without  building Dulles Airport.

Mr. H emphill. I thank you very much fo r yo ur patience with my 
questions. I again salute  you for a magnificent battle and victory 
over the ai rpor t corporation bill.

Mr. F riedel. Thank you.
Air. Williams. Any fur the r questions? Air. Sibal?
Air. Sibal. No questions, Air. Chairman.
Air. Willlxms. I don’t have any questions at this point. Thank 

you very much.
Air. F riedel. Than k you, Air. Chairman.
Air. Williams. I have a statement for inclusion in the record, a 

statement  of the Honorable George H. Fallon,  a Member of Congress 
from the  State of Alaryland.

(The statement refer red  to follows:)

Statement of H on. George H. F allon, a Representative in  Congress F rom 
th e State of Maryland

Since Dulles In ternat iona l Airpor t was opened last October, Friendsh ip In te r­
nat ional Airp ort has suffe red a decline in passenger traffic. Approximate ly 38 
daily je t flights have been tra ns ferre d to Dulles from  Friendship. When Dulles
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opened las t year, Friendship had 82 je t flights. By August 1 it had 44. The 
Baltimore Association of Commerce has estimated tha t Baltimore is losing more 
than $1,000 per day as a  result  of u nfa ir competition from Dulles. The economy 
of Friendship Airport is being undermined as a resu lt of Dulles being pushed 
by the Federal Government as the official Washington area airp ort  for jet serv­
ices. I deplore this Government interference in the local economy.

Friendship Airport can compete with Dulles if it does not have to compete 
with the Federal Government as well. I note with pleasure th at  some flights 
have been brought back to Frien dship  from Dulles aft er it has become plain 
tha t Friendship  is more convenient.

Baltimore has expected, of course, to lose some traffic ever since the multi- 
million-dollar operation in the fields of Virginia was authorized. But I am quite 
convinced th at Dulles h as been ha nded an unfa ir competitive advantage by the 
mere fact tha t it is operated by the Federal Aviation Agency, the Agency that 
regulates ai r commerce.

As I said in my statement before this committee las t year, “A regulatory 
agency should not have the responsibi lity of developing th e facil ities which it is 
designed to regulate * * * the city of Baltimore, which owns and operates 
Friendship Airport, cannot condone preferentia l treatment to Dulles Inter­
national on the basis tha t the Federal Government owns and manages the 
latt er.”

For this reason I cannot suppo rt the provisions of H.R. 826 which leaves 
the National Capital Airports Corporation subject to the direction of the 
Administrator of the Federal Aviation Agency. This bill does not solve the con­
flict of interest  which has arisen. On the one hand, the FAA is interested in 
making Dulles pay. On the other  hand, it is adopting regulation s tha t affect 
not only Dulles, but its competitor—Friendship.

As a member of the Maryland delegation, I feel tha t admi nistrative  responsi­
bilities for the operation of Dulles Inter natio nal Airport and Washington Na­
tional Airpor t should be tran sfer red  from the FAA to a Washington Airports 
Board as specified in II.R. 20S1 introduced by my fellow Congressman, Mr. 
Friedel.

The people of Baltimore have had the foresight to provide a je t age airpor t 
convenient to both Baltimore and Washington. Its service should be allowed 
to develop unimpeded by regulatory  bias.

Mr. Williams. Our next witness is our colleague, Mr. Carlton 
Sickles, representing, of course, the State of Maryland.

Mr. F riedel (pres iding). I  welcome my colleague, the Congress­
man at large  from Maryland . It  is always a pleasure to have you 
appea r before our committee and you may proceed.

STA TEMENT OF HON. CARLTON R. SICKLES, A CONGRESSMAN AT 
LAR GE FROM  TH E STATE OF MAR YLA ND

Mr. S ickles. For the record, my name is Car lton Sickles and I  am 
the Representative at large  from the State  of Maryland. Of course, 
as a freshman I am a newcomer to this body and certain ly don’t have 
the experience tha t you have and certainly as directly as you have 
with the problem.

I do want  to express first my personal support for the position th at 
you have taken as well as other Representatives of our State and also 
relate to you, which I am sure you know personally, but to the members 
of the subcommittee, the real concern which is expressed by so many 
of our citizens, to the point th at  this is another one of those “hot 
potatoes” in political parlance.

My concern with this, and I  try  to give this a broad view as you 
give most of the problems up here, is tha t for years in the State 
legislature I  had  been one of those who felt tha t we should anticipate 
our needs, tha t we should provide  capital  investment, particularly 
with respect to land, so th at you would buy land when it  was a t an
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ap pr op riat e pri ce ra th er  th an  wa it fo r the  tim e when the  pric e was 
way  out of line, and even  sometim es const ruc t yo ur  capi ta l imp rov e­
me nts  at  a time when it would  be less cost ly to ma ke such a c onstruc­
tion. I  th in k h ere  wha t we  have  ended up  w ith  is the problem  that  can  
resu lt when you  do no t ant ic ipat e y our needs, so t hat  a lth ou gh  we have 
a be au tif ul  edifice kno wn as Du lles o ut in Vi rg in ia , and certa inl y one 
toda y an d in a no t too dis ta nt  fu tu re  it will  serve a very rea l pur pose 
an d wil l be much needed in the com munity , because  we are  a tte mpt ing 
to  ut ilize  it  as much as possib le now we have effec ted the  finan cial 
op erat ion of Fr iend sh ip  Airpo rt . An d, more im po rtan t than  th at , 
we have created a si tu at io n where the  pas sen ger s do not have one 
pr im ar y airpor t in the area , so th at  from the po in t of  view of pa s­
sen ger convenience he ne ver  knows  when  he  leaves one ai rp or t w hethe r 
he should driv e to th at  ai rp or t or  not, because  he doesn ’t know which 
a ir port  he is to re tu rn  to.

Thi s is the  problem  we fac e tod ay.  Th ere  is no th in g we c an do to 
ge t ri d  of  Dul les and nob ody wou ld want to, bu t it  seems to me the 
he ar t of  the  problem  is th a t we are  tryi ng  to ju st ify its  existence so 
soon,  a nd, therefore , ei ther  di rectl y or  ind irectly, encoura gin g pas sen­
ge r service at  Dul les to the de trimen t of  Fr iend sh ip  and  to  the 
inconven ience of the passe ngers , so i t seems t o me th a t we in the com­
mun ity  and the  ap pr op riat e Gover nm ent  officials have  to determ ine  
which  o f these  two major  ai rp or ts  shou ld be pr ef er re d and  inten tio n­
al ly  ho ld back the op erat ion  of  th e o ther ai rp or t u nt il there is sufficient  
po pu latio n to ju st ify  th e use  o f three  a irp or ts  in th is  a rea , so th at  th e 
cit ize ns  who a re us ing  the  a irpo rt s wou ld hav e rea son abl e exp ectatio n 
th a t the y will come back to  t he  same a irpo rt  a nd those of  us who h ave  
the pro blem of  goin g ou t an d meeting  passeng ers  will have a rea son ­
ab le idea o f a t which  ai rp ort  the y ar e go ing  to lan d.

Ju s t exa ctly  wh at the solut ion  is and  how th is can  be han dled, of 
cou rse,  is le ft  k ind  o f da ng ling  in air , bu t it does seem to me, and , of  
cou rse,  I  mus t ad mit a b it  o f personal  pre jud ice , we can make a good 
case  fo r Frie nd sh ip  as bein g th e p rim ary large  a irport  fo r a w hile u nt il 
such tim e as th ere  is suff icien t passeng er serv ice so t hat  there  would be 
man y f ligh ts in and ou t o f al l three  a irp or ts  because of  th e popu lat ion  
volume.

I  th in k if  we had  an or ig in  and destina tio n stu dy  conduc ted by an 
im pa rt ia l g rou p we could show t hat  most o f the peop le and most of  th e 
com moditi es t o be sh ipp ed  are fro m an are a which is c loser to F ri en d­
ship.

A ft er  all.  Fr iend sh ip  is se rv ing at th is po int  two major  cities,  not 
only Wash ing ton , bu t Ba ltimo re , which is, I  believe,  stil l the six th 
la rg es t cit y in the  coun try . W ha t I  am say ing  is th at the  problem  
is he re and unless we come to  an intentional solution  to the  problem , 
the n all that  these  meetings and these heari ngs wi ll am ount to will 
be shou tin g contests as to  who can outshout the ne xt  person as to 
which  ai rp or t should be he lped  and whi ch one should be cons idered 
the p rim e a irpo rt  fo r the  are a.

At th is point, I  t hi nk  it is ad mitt ed  t hat  D ulles is pre tty much  of a 
mauso leum out the re.  I t is n ot  be ing  used any where  n ea r its  ca pac ity , 
an d if  we could  ju st  face  up  to the fact  th at  it is there too soon, th at  
th er e will  come a tim e w hen i t is needed  an d it  wil l be used  to  capac ity,
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and not  try  to create the impression tha t it  is needed now, then I  think 
we could be looking toward the solution o f this problem.

I thank you very much, Mr. Chairman.
Mr. Friedel. Thank you, Congressman Sickles.
Any questions ?
Mr. Macdonald. No questions.
Mr. Devine. No questions.
Mr. Friedel. Thank you very much, sir.
Now it is a g reat pleasure to introduce my colleague, Congressman 

Long of Maryland, for  his statement. You may proceed.

STA TEM ENT  OF HON. CLARENCE D. LONG, A RE PR ES EN TA TIVE  IN  
CONGRESS FROM  TH E STATE OF MARYL AND

Mr. Long. Thank you, Mr. Chairman. Before I begin I want to 
pay tribute  to the tireless work tha t my colleague, Sam Friedel , has 
done to try  to build up Friendsh ip Airport, Mary land’s pride, and 
tha t we are all  very much indebted to him fo r the leadership which he 
has taken here.

I am Congressman Long from the Second Dist rict of Maryland, 
which is Baltimore, Carroll , and Harford  Counties, where I would 
say a great portion of the executives of various Maryland companies 
live, who would be inclined to  use Friendship Airport. I am appear­
ing before you today to urge that the Civil Aeronautics Board take 
voluntary action for improvement of service at  Friendsh ip Interna­
tional Air por t rath er than force Baltimore and the CAB into a long 
and costly legal battle. Baltimore will take every step within its power 
to improve Friendship service until  i t is successful in this endeavor.

There is no question that  F riendship needs bette r schedules on more 
routes to more places and that  Friendship will u ltimately get the im­
proved service which it justifiably seeks.

I have been a frequent user o f planes myself and I myself have ex­
perienced this endless frustra tion of t ryin g to use Baltimore Friend­
ship Airpo rt, and I  am sure th at  every other person has had the same 
sense of frustration tha t I have had.

I urge the CAB to give this matt er its immediate and favorable 
attention in order to avoid the interminable delays which result from 
formal adequacy of service hearings before the Board.

Friendsh ip especially needs improved routes and schedules to New 
York, Newark, and Detroit. Mr. Charles P. Crane, the  chairman of 
the Baltimore Airp ort Board, is present today and will give more 
details about Friendship ’s requirements.

I would like to remind this committee and the CAB tha t the 1959 
adequacy of service case brought by Baltimore before the CAB was 
successful in improving routes and schedules a t Friendsh ip afte r the 
CAB investiga tion found that service at Friendship  then was indeed 
inadequate.

In the 4 years since Frien dsh ip’s routes and schedules have improved 
somewhat, but they have not kep t pace with the growth of passenger 
and freight  potential in the Baltimore metropolitan area.

Undoubted ly an adequacy of  service investigation held today would 
have to repor t findings similar to those of 1959. Moreover, vigilant
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Baltimore aviation interests have indicated tha t if  necessary they 
will appeal to the courts against any CAB action which is unfavorable 
to Friendsh ip and the area i t serves.

Therefore, it is clear that the best way for the CAB to settle the 
matter  of adequacy of service at Friendship is by swift voluntary 
action.

Tha nk you.
Mr. F riedel. Thank you very much.
Any questions ?
Mr. Macdonald. No questions.
Mr. Devine. No questions.
Mr. F riedel. Thank  you, Mr. Long.
Is there anyone here representing Congressman Mathias? I repeat 

again,  is there anyone here representing Congressman Mathias? All 
righ t. We have with us Mr. Jay  Price, representing Senator Beall. 
Mr. Price?

STATEMENT OF JAY PRICE,  LEGISLATIVE ASSISTANT TO 
SENATOR BEALL OF MARYLAND

Mr. Price. Mr. Chairman, I am Jay Price, legislative assistant to 
Senator Beall. The Senato r has asked me to express his appreciation 
for you making i t possible to have his statement read into the record 
today.

Ju st  as you are dealing with air transporta tion this morning, the 
Senate Commerce Committee is faced with the problem of the rai l­
roads and it was necessary for Senator  Beall to be presen t there.

(Senator  Beall’s statement is as follows:)
Mr. Price (for Mr. Beall). Mr. Chairman, I welcome this oppor­

tun ity to appear  before your subcommittee regarding the  use of Dulles 
and Friendship  Airports . I t is important , I think,  that  Congress be 
given a full  understanding of the efforts and activities  of the Federal 
Government to develop and expand the Dulles Internat iona l Airport 
at the  expense of the Friendship Interna tional Airport .

Ha rdly a week has gone by during the past year when I have not 
received correspondence complaining about the reduction of service 
to an d f rom Friendship Airp ort.  These complaints are coming from 
businesses, as well as individuals  who make extensive use of the air ­
lines. The opening of Dulles was followed almost immediately by a 
reduct ion in service at Friendship.

In  the transporta tion field, we speak of “public convenience and 
necessity.” I submit, Mr. Chai rman, tha t the diversion of traffic from 
Friendship to Dulles has been unnecessary and certainly  inconsistent 
with public convenience.

When  Dulles was first conceived, my colleagues and I warned th at 
this new facility was unnecessary and would represent an unwarranted 
use o f the taxpayers’ money. I do not derive any satisfaction out of 
the fac t that our warnings were justified.

I  do not gain any par ticu lar pleasure in coming before this sub­
committee to repor t tha t Dulles is today an unnecessary facility. At 
the same time, Mr. Chairm an, I  must express my displeasure and 
grave concern that the development of Dulles is being brought about
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by an unnatural and unjustif ied diversion of traffic from Friendsh ip 
Inte rnat iona l Airpo rt. The  evidence is becoming a ll too clear tha t 
the Federal Government has played a par t in this diversion.

I shall leave the details to other witnesses, and I am confident that 
the hearing record will disclose that Friendship  is not being permitted 
to compete equitably with Dulles. Mr. Chairman, Maryland is not 
asking for any special t reatmen t or preference in this case. We ask 
only that Friendship Inte rnation al Airpor t be permitte d to compete 
with Dulles on the open m arke t and without unjustified interference 
by Fede ral regulatory agencies.

Earlie r this year 1 had an opportunity to present to this subcom­
mittee a statement in supp ort of legislation to establish a Washington 
Airport s Board. I  continue to believe tha t the Friendship-Dulles  
problem can be solved only aft er the administ ration o f the Washington 
airports  is put into the hands  of an independent board which does not 
also exercise regulatory functions.

In  an atmosphere where each airport would operate  w ithout pref ­
erence from the Government, I believe tha t both facilities  would 
prosper so long as they serve the public convenience and necessity.

If  Dulles can survive only by requiring diversion of traffic from 
other airports, then Congress has made a mistake, and we ought to 
recognize it. If,  on the other hand, Dulles is a necessary facility, it 
should develop through normal means and without piratin g its serv­
ices from other areas.

Mr. Chairman, I am gra teful to you and the subcommittee for 
scheduling these hearings. I know that  your subcommittee will give 
this matter  serious consideration and will act in a m anner  consistent 
with the interests of the traveling public.

Thank you, Mr. Chairman.
Mr. Williams. Thank you, Mr. Price. Any questions ?
Air. Macdonald. No questions.
Mr. Devine. Are you au thorized to speak for the Senator in addi­

tion to the statement tha t you have made ?
Mr. P rice. Yes, sir.
Air. Devine. When you speak of diversion of traffic from Friend­

ship to Dulles, by whom ?
Air. Price. Air. Devine, I  listened to the questioning of Air. Friedel 

rega rding any proof tha t might be existing tha t any Federal agency 
had, in fact, coerced or influenced the diversion of traffic.

AVe have no such proof that any parti cular action has resulted in 
this diversion. 1 think it might have been well if we brought over 
some of the mail tha t we have been receiving from individuals who 
have reported to us in detail of the instructions and of the informa­
tion they have been given upon trying to reach Friendsh ip Airport 
from places out in the AVest, for  instance, the vary ing instructions 
tha t they have been given, “Oh, we don't fly into Friendship,” or 
“AAre suggest tha t you take the tr ip  tha t goes into Dulles.”

This is secondhand evidence, we must admit. It  may not be any 
evidence at all. But, nevertheless, we have received a volume of mail 
and th is volume of mail from individuals who are just members of the 
trave ling public seems to indicate tha t some influence is being brought 
to bear to encourage people to fly into Dulles ra ther than Friendship.

40—662— 65——2
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Mr. H em ph ill . Will  the gen tlem en yie ld to me at  th at  poi nt?
Mr.  D evine. Yes.
Mr . I I em pii ill . The th in g th at  concerns  me as a member of thi s 

com mit tee is we sit  here giving  an op po rtu ni ty  to  be heard  to those  
who have thi s problem, an d we a re symp ath eti c to the prob lem, bu t it 
occurs to me i t is t ime we h ad  some proof.

We  have been sit tin g here lis ten ing  to th is acc usa tion  tha t somebody 
ha s made accu sation, sa ying  it  is tru e, th at  Du lles is fav ore d ove r 
Fr iend sh ip .

I f  it  is true, let  us have the pro of.  I  don’t th in k the  fact  th at  
somebody said  he di dn 't fly into Fr iend sh ip  or  cou ld get  a bette r 
fligh t into Dul les is pr oo f of  the fact  th at  any  agency  of the  Un ite d 
St ates  has done a ny th in g irr eg ular .

If  it has done  it, let  us have the  pro of,  and if  it  ha sn ’t, th en let us 
ad mit you c an 't p rov e it .

Air. P rice. I f  I might  comment fo r ju st  a mo ment------
Mr. H em phill . Cer ta in ly  you may comm ent. That  is the reason 

I  commented .
Air. P rice. I pe rso na lly  don't  believe th at  an y ir regu lar act ion  

wou ld be necessary  fo r the Fe de ral  Gover nm ent  to br ing influence 
to bear  on this . Th e fact  th at the agencies co nt ro lli ng  the  Dul les 
A irpo rt  are  also the regu la to ry  agencies over th e air lin es which are  
serv ing Dulles and Fr iend sh ip  Airp or ts  is suffic iently enough, I  th ink , 
to  have, some influence on the decisions th at  are  go ing to be made by 
the ind ividual air line s.

Mr . Macdonald. W ou ld you y ield  ?
Air. H em phill . Air. D evine  has  the  floor.
Air. Devine. I yie ld.
Air. AIacdonald. By  th a t you mean regu la tory  agencies make the  

aw ards  of th e route s th at  are flown by the  air lin es  ?
Air. P rice. AVell, any deci sion  t ha t may come befor e the  r egulato ry  

agency . AATiether it  be cer tifi cat ion  of  new route s or  any  oth er ac­
tivi ty  inv olv ing  the individu al  air lines,  t hey  come up  wi th a decision.

These  decisions, I  th in k,  in the p as t hav e all been  based  on good h ea r­
ing reco rds,  bu t the fa ct  is th at  an indiv idu al ai rl ine th at  is go ing  
befor e the  Bo ard  wou ld like to  go before  the  Bo ard,  I th ink , in a 
desirab le and peacefu l atm osp here.

I th in k if  I  were  ru nn in g an indiv idua l ai rl ine th at  the  Bo ard  
would  be very ha pp y to  h ea r th at , “AVell, you are ha ving  tro uble wi th 
Dulles . AVe will pu t some  flig hts  int o Dulles ,” an d ask  fo r cer tifica­
tio n in th at  respect.

I  do n’t th in k it req uir es any ir re gu la r acti ons  at  all  by the  Board , 
an d Sena tor  Beall,  an d speak ing  throug h him , does no t int end to 
imply  irr eg ul ar ity  of  act ion s, bu t ra th er  ju st  the exis tence of a regu ­
la to ry  agen cy which  also ha s contro l o f the ai rp or ts.

Air. Devine. Am ong th e com pla ints th at  the Se na tor has  received 
have  the re been any comp lai nts  from any of  the  ca rri ers to yo ur  
kno wle dge  ?

Air. P rice. I  don’t, kno w, sir. I  don’t know. Afost of  the com­
pl aint s t ha t I am fa m il ia r with have  been com ing fro m members of  the  
trav el in g pub lic, businesses, ind ividuals , b ut I  d on ’t know.
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Air. Devine. When you say tha t you know of no irregularitie s as 
far  as pressure by any existing regulatory agencies, do you mean to 
infer that perhaps if  the carriers  did not comply with a deviation from 
Friendship to Dulles there might be reprisals ?

Air. Price. No, I don’t. I am sure tha t the regulatory  agencies 
have and will continue to act in the most objective fashion. All I  am 
saying is tha t the atmosphere which is created by a regulatory  agency 
having  control both over the  airpor t in question and the  airlines which 
will or will not  fly into tha t a irport  creates an atmosphere where influ­
ence is jus t present without any irregularities  a t all. No implication 
against either agency, either.

Air. Devine. Tha t is all.
Air. F riedel. Air. Sibal?
Air. S ibal. Has your office been in touch with  the a irlines to inquire 

as to whether or not any pressure  has been brought upon them ?
Air. Price. I believe the Senator has personally spoken even with 

representatives of the airlines. I am not aware of what  the exchange 
has been between the Senator and them.

Air. Sibal. You don’t know if  tha t has been done and what the 
results have been?

Air. P rice. No, sir. I don’t.
Air. S ibal. Of course, tha t is the kind of th ing t ha t we have to have. 

With  respect to this allegation tha t you think,  without in any way 
violat ing the basic approach which their position requires, tha t pres­
sure has been brough t to bear, we can’t deal with th ings like that.

You understand that.  I gather  from your testimony tha t you are a 
lawyer, and we can’t possibly make any decisions based on things 
which we don’t know, so it would seem to me i f the  airl ines have been 
under pressure, then the th ing  to find out is whether  they have been or 
not, and apparently there is no evidence before us th is morning tha t 
they have.

Air. Price. I would certa inly hope tha t you don’t find evidence that 
the airlines have been under direct pressure. It  would not be a very 
nice thing  to find out about our regulatory agencies.

Senator Beall has not made any such implications.
Air. S ibal. I don’t see what we can do unless we have some evidence. 

Thank you.
Air. Hemphill. I would jus t like to make one observation. We 

used to have  a saying in law school tha t i f the  facts are  with  you deal 
with the facts and if  the law is with you you deal with the law, and if 
neithe r is with you jus t beat on the table. That is about what has 
happened here.

I  have been listening with a great deal of patience to the accusa­
tions tha t there is maybe some influence, or some climate or, some 
atmosphere, and this week we tried to enact a piece of legislation 
tha t would go a long way toward getting rid of the problems which 
apparently you people from Alarvland suspect, if I am using the right  
word.

I am like Air. Sibal. I would like some proof. If  something is 
wrong let us have it. and if it is not wrong let us quit talk ing about 
it. Tha t is my thinking, and I know the distinguished gentleman
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tha t you represent, having the  brill iant staff tha t I am sure he has 
and all the Senators have, if there is something wrong, could ferret it 
out.

We would certainly like to have some facts or some law for a 
change.

Thank you.
Mr. F riedel. Thank you.
Mr. P rice. Thank you.
Mr. F riedel. Our next witness will be Ellery  B. Woodworth, rep­

resenting Senator  Daniel B. Brewster.

STATEMENT OF ELLERY B. WOODWORTH, LEGISLATIVE ASSISTANT 
TO SENATOR BREWSTER OF MARYLAND

Mr. W oodworth. Thank  you.
My name is Ellery Woodworth. I am legislative assistant to Sen­

ator Brewster, junior Senator from Maryland, and I would like to 
take this opportunity to explain tha t the Senator is unable to be 
here this morning, regrets that  fact very much, and has asked me to 
make a statement on his behalf, to thank  the committee for the op­
portunity to be heard here this  morning and for the opportunity to 
make a statement for the record of his views of the present Friend­
ship-Dulles Airpor t controversy, and also to pay tri bute to Congress­
man Friede l, as other men t esti fying here this morning have already 
done, for the tremendous effort which he has made on behalf of our 
own Friendship Airport outside of Baltimore.

As you know, the Federal Aviat ion Agency now operates Washing­
ton National and Dulles Interna tional Airpor ts at  Chantil ly, Va. The 
prim ary function of the regulatory  agencies in this field is the func­
tion of rulemaking, the enforcement of air  safety regulations, the 
maintenance of proper  air  traffic control and air  navigational facili­
ties, the regulation of the economic aspects of domestic and interna­
tional aviation, the establishment and development of  domestic and 
internationa l aviation, and the adjudication of the various issues which 
may arise in connection with those responsibilites.

The role of the regulatory agencies as operators of Washington N a­
tional and Dulles Airpo rts is in my belief in direct conflict with these 
prim ary functions. If  these regula tory agencies are to be held above 
reproach and merit the confidence of the flying public, it is impera­
tive that they be relieved of duties which are m direct conflict with 
their  regula tory and a ir safety  responsibilities.

In  the  interes t of public convenience and necessity, in order tha t 
both the  a irlines and air  passengers will receive equitable considera­
tion and not be coerced into using Dulles Airp ort, it is also necessary 
tha t the operation of Washington National and Dulles Airports be 
removed from the jurisdiction of the FAA.

There are two separate serious problems which exist unde r present 
laws establishing the FAA  as the operator  of Washington National 
Airp ort and of Dulles In tern atio nal  Airport.

For  more than a decade air  traffic has been operating  a t an absolute 
maximum peak at Washington National Airp ort and in a manner
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which the FAA  does not tolerate, in my belief, at other airpo rts in 
the U nited  States.

Should the operation of W ashington National Airpor t be removed 
from the jurisdict ion of the FA A it would view air operations there 
with a more realistic perspective and thereby increase the safety factor  
and allow for greater convenience for air  passengers using tha t 
terminal.

Every  Member of Congress is well aware tha t unreali stic delays 
through stacking time and delayed approach time are routine pro­
cedure regarding  flights destined for or orig inat ing out of Wash­
ington National Airport.

It is my opinion that  many of the flights certified to Washington 
National and Dulles Airpor ts in the interest of both safety  and con­
venience would have been diverted to Friendship  Inte rnat iona l Air ­
port  were it not for the fact that  the  FA A has endeavored to achieve 
maximum air  traffic fo r these Washington area fields.

It is mv contention tha t the FAA  should exercise its primary 
responsibil ity of enforcing air  safety regulations and not be burdened 
with the housekeeping operationa l duties in connection with Wash­
ington National and Dulles Airports.

It  is my fur ther contention tha t Members of Congress should look 
at the degree to which the power of the FAA  and of the CAB over 
other matters in the airline field have influenced airl ines to make use 
of Dulles International Airpor t.

The present situation obviously places the airlines in an unfa ir 
and untenable position, for these airlines, in performing the ir normal 
transportation services, are under the daily scrutiny and control of 
the FAA  and the CAB.

They are greatly  dependent on the rulings of these two agencies.
By looking at any map of Maryland and Virginia, you will see 

tha t Friendship International Airpor t is in the center of the vast air 
transpor tation market made up by  the Washington-Baltimore metro­
politan areas.

The airlines in planning their flights through normal business judg­
ment and economic considerations  want to be as close as possible to 
the center  of any populated area.

If  you use Friendship as the center of a circle and extend the circle’s 
radius 50 miles you will see that  two thriving  metropolitan areas, 
Washington and Baltimore, and at least 4 million people are within 
this area.

On the othe r hand, if  you drew a simila r circle with a 50-mile radius 
around Dulles Ai rpor t it could easily be seen that  less than one-third of 
the number of people reside wi thin tha t area and tha t the great bulk 
of this one-third , residing roughly in a segment resembling a slice 
of pie, extending from Dulles to Washington, also are within the 50- 
mile radius  of Friendship A irpo rt.

I think the Members of Congress should do everything possible to 
see that the airlines are not intimidated, either directly  or indirectly, 
into using an airport which has already considerable economic 
liabilities.

I think Congress should keep alert, to this situation, both with 
regard  to the question of public convenience and necessity and to
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tactics which may be employed or may have been employed by the 
FA A and the CAB in order  to seek tenants and service fo r the new 
airport at  Dulles.

Any decision by the Fede ral Aviation Agency or CAB officials to 
force the airlines to use Dulles  as their sole terminal for Washington 
jet traffic would be, in my opinion, contrary  to the authority  granted 
to these agencies by Congress.

As Members of Congress we must recognize tha t the airlines are 
in the untenable position of not being able to speak out boldly against 
the stated  positions of the CAB and the FAA on the use of Chantilly 
and Washington National Airp orts  with relationship to the use of 
Friendsh ip Airport .

It  is our responsibility to see tha t the intent of the Civil Aero­
nautics Act is not abused by influencing in any respect these airlines 
to become the unwilling tenan ts of an isolated high-rent airport.

As a step in this direc tion, I  urge the members of th is subcommittee 
to consider the removal of the FAA  from the a irpor t-operating  busi­
ness, an action which can be accomplished expeditiously, and without 
disrupting present aviation activities  in the Washington  area, through 
legislative action.

Mr. Chairman, this concludes the Senator's statement.
Mr. F riedel. Thank  you. Any questions ?
Mr. Macdonald. No.
Mr. Friedel. Thank  you.
Mr. Williams. In  behalf  of our colleague, the Honorable  Charles 

Mathias from the State  of Maryland, who, I understand, desires to 
submit a statement, I think the proper  place for inclusion of your 
statement would be immediately preceding Mr. Crane’s testimony, in 
lino with the testimony of the other  members of the Maryland  delega­
tion. Would th at be satisfactory  ?

STATEMENT OF HON. CHARLES MATHIAS, JR. , A RE PRESENTATIVE 
IN  CONGRESS FROM THE  STATE OF MARYLAND

Mr. Mathias. Mr. Chairman, I appreciate it very much, and I do 
want to associate myself with  the views of the other distinguished 
members of the Maryland  delegation who have already testified. I 
will submit the s tatement for  inclusion at the point the chairman has 
indicated.

(The material to be furnished follows:)
Statement of II on. Charles  McC. Mat hias , J r., a Representative in Congress 

From th e State of Maryland

Mr. Chairman and members of the committee. I appreciate the courtesy of the 
committee in permitting me to appear before you today, to say a few words on 
the subject of achieving the maximum potential use of Friendship Internat ional 
Airport.

The detai ls of the problems affecting Friendship  have been described by my 
distinguished colleagues of the Maryland delegation in the Congress and I asso­
ciate myself with their remarks withou t repeating them. I am sure that Mr. 
Crane's statement will also bring the Friendship situation into proper focus.

I do. however, want to say a few words about the conflict of interest of which 
the Federa l Government seems guilty a t th is time. Dulles Airport and Washing­
ton Nationa l Airport are federally owned and federally operated under the Fed-
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era l Aviat ion Agency. Fri endship  Intern ational Airp ort is a municipal facility  
operated by the  c ity of Bal tim ore  unde r the  leadersh ip of local citizens who are  
dedicat ing t he ir time and  ta lent s to making it more valuable  as a public service 
fac ility regu lated  by the Civil Aero naut ics Board.

The  Federal  Government, thr ough the  Federal  Aviat ion Agency and the Civil 
Aeronautics Board, also  has  regula tory  powers over the  air lines delegated by 
the  Congress. The wishes of the  Federal  Government ca rry  gre at weight with 
the  air lines who may not be able to distinguish between  the  role of the  Federal 
Government  as regula tor  and the  Federal  Government as  the  owner of airpor t 
fac ilit ies . Let me add, however, th at  this  dual r ole w as not soug ht by the cu rre nt 
officials of the regula tory  bodies  and that  the  res ult  of th is conflict of inte res t 
is cer tainly  unin tentional .

Under these circu mstances  it  is to be hoped th at  the  Civil Aeronautics Board  
and  the Federal Aviat ion Agency will recognize th at  th is dua l role prejud ices 
the  position of Frie ndship  Airpo rt as a center for ai r tra ve l and  hand icaps the 
traveling public which seeks serv ice at  F riendship.

When  thi s danger is recognized, the good offices of thi s committee should be 
used to persuade  the  Civil Aeronautic s Board to gr an t the  reasonable requests 
of the  Friend ship author ities.

Mr, Friedel (presiding).  Our next witness will be Mr. Charles 
Crane, chairman of the a irport  board, one of our most dedicated public 
officials. He spente a lot of  time and effort and his money on keeping 
Friendsh ip alive. Mr. Crane?

STATEMENT OF CHARLES CRANE, CHAIRMAN, AIRPORT BOARD

Mr. Crane. Thank you very much indeed, Mr. Chairman and gentle­
men, for  the opportunity  to be here and for those kind words, Mr. 
Friedel, th at you have seen fit to express.

I have a prepared statement here which I th ink and hope deals with 
the situation on a factual rather than a sta tistical basis. It  does not 
go extensively into the question of the occult influence of the Civil 
Aeronaut ics Board in conjunction with the Federal  Aviation Agency.

I am sorry tha t Mr. Hemphill has left the room because I have been 
impressed on previous occasions in appear ing before this committee 
with the penetrating quali ty of his questions on this  par ticu lar point 
and I would like to refresh h is memory and that  of the other members 
of the subcommittee of testimony that  I gave last  year in which I 
submitted the  only quasi-substantial evidence of undue interest on the 
par t of these aviation agencies to transfer  flights from Friendship to 
Dulles, and those were two letters which had been written  by the 
General Counsel of the Fede ral Aviation Agency to the Chairman of 
the Civil Aeronautics Board  in which the General Counsel of Ihe 
FAA  protested eloquently and  vigorously agains t perm itting Braniff 
Airlines and Eastern Airlines to make permanent connections for the 
supplying  of jet service.

He said, among other things, in his letter  that  Dulles had been set 
up as the airport of service for  the National Capi tal, and while he 
didn’t mind temporary sendee being supplied by those two airlines 
nt Friendsh ip International Airp ort, he protested vigorously against 
the permanent allocation of Fr iendship  as their point of sendee.

You will find one of those letter s on page 78 of the hearings  before 
this honorable subcommittee which took place in March of 1963 and 
if there would be any difficulty in finding that  I will be very  glad in­
deed to supply copies of it.
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I know, as lias been brought  out on previous occasions and on this 
occasion, that  we are unable to prove to you conclusively by direct 
evidence tha t there has been a sympathetic association of interest 
between these two regulatory  agencies and the only thing tha t I can 
say to you today, which may not be controlling on your thoughts, is 
thi s: tha t the Civil Aeronaut ics Board holds the power of life and 
death, the power of economic li fe and death, over these airlines, and 
it would take a very hardy  operator of an a irline to ignore their wishes 
if the wishes had to do with  v italizing  an airp ort that lias been bui lt 
at great expense to the Government and which is not  an intermediate 
airpor t between these two great cities, and which violates in th at sense 
the present philosophy of the FAA and CAB tha t a irpor ts should be 
regional and that one airpor t as far as possible should supply the serv­
ice for a region.

In  presenting this statement I would like to say tha t I regret so 
many frequent references to  the words “Friendship Airpor t.”

I am not here as a representa tive of th at airpo rt. It  is true tha t I  
am chairman of th at a irpo rt board, but I  am here asking for the under­
standing and assistance of this committee in gett ing adequate air 
service for some 2 to 3 million people in the State of Maryland, in 
the northern section of the Distr ict of Columbia, in the southern sec­
tion of Pennsylvania, and in Delaware, and i t is for  that purpose and 
not merely to exploit the economic advantages over Dulles of the 
Friendship  Airport, tha t I have taken the l iberty of coming here and 
speaking  to you today.

I shall not at tempt to present or to burden you with the great mass 
of statistica l information such as are sometimes used in cases before 
the Civil Aeronautics Board. My purpose is to take whatever legiti­
mate steps are open to us and are necessary to achieve reasonable and 
economical air  service for  the several millions of people and the thou­
sands o f business and indus trial  concerns in the area which is and can 
be served more conveniently by Friendship International  Airport  than 
any o ther nearby airport.

Another question which Mr. Hemphill, I believe, asked, or one of 
the members of the subcommittee asked, was about the beginning and 
the initial  functions of tha t airport. When it  was dedicated by Pres­
ident  Truman in 1950 it was specifically stated that  tha t airpo rt, 
Friendsh ip Airport, with its long jet runway, which had to wait 9 
years before its utilizat ion, was designed to be the auxili ary airport 
for the National Capita l, as well as for Baltimore, and also, and be­
cause it had the only jet facilities, to act as a je t airport for the Na­
tional Capital,  and th at airport did for 3 years handle  the entire com­
mercial jet traffic for the National Capital and for Maryland.

Mr. W illiams. Mr. Crane, may I  inte rrup t you at tha t point?
Mr. Crane. Mr. Chairman ?
Mr. Williams. Was there any consultation with the officials of the 

city of Washington, the Commissioners or the Federa l Aviation 
Agency, with regard to the location of that  airport so as to make it a 
regional a irpor t as between the two cities ?

Mr. Crane. Mr. Chairman, I was appointed chairman of the air ­
port board in I960, but I  have been told by other members of the board 
tha t it was specifically located intermediate to Baltimore and Wash­
ington for the specific purpose of fa cilita ting service to both cities.
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Mr. Williams. The reason I ask the question is, who made that 
determination? I would presume that the city of Baltimore made that 
determination as to where the airport would be located and the city of 
Baltimore apparently made the determination tha t it was intended to 
be used as a regional airpo rt as between the two cities ?

Mr. Crane. Yes, sir.
Mr. W illiams. Was there any consul tation with the officials of the 

city of Washington?  Was this a cooperative effort of any kind as 
between the Distr ict of Columbia and the city of Baltimore, or was 
this purely an assumption on the p art  of the city o f Baltimore tha t this 
would eventually become the National Capital area jet airport?

Mr. Crane. I was told by one of the original members of the com­
mittee which picked out tha t site th at they had the advantage  of the  
views of Federal authoritie s in the location of the airpo rt. As I  said 
a moment ago, Mr. Chairman, when it was dedicated, it was dedicated 
as being the auxiliary a irport  for the National Capita l.

Mr. Williams. Yes, sir.
Mr. Crane. I am sorry tha t I can't answer your question as of my 

own personal knowledge.
Mr. Williams. If  you don’t have the knowledge you can’t answer it ?
Mr. Crane. No, sir. With your permission I will go on with this 

statement. I have spoken about my purpose in accepting your kind 
invitation  to be here and I say here I would like to explain more fully 
what we have in mind.

Fir st, compare Friendship Airport with Dulles Airpor t: Friend­
ship, as I said a moment ago, is intermediate to Baltimore and Wash­
ington  and was located to provide both propeller plane and jet service 
for Baltimore and the counties of Maryland and also jet service for  
Washington. Planeside at Friendship can be reached more quickly 
than at Dulles from poin ts in southern Pennsylvania, the Eastern 
Shore, the Baltimore metropolitan area, southern Maryland counties, 
and tha t section of  the Dis trict  of Columbia and its environs east of 
16th Street, and th at includes the bus terminal at 12th and K Streets.

Second, I  would like to make a very brief comparison between the 
facilities at Friendship and those at Washington N ational: In the well- 
known Bal timore-Washington adequacy of service case, which I think 
took nearly 4 years for its conclusion, it was determined tha t a line run­
ning from northwest to southeast between College Park  and Hyatts ­
ville divided the Fr iendship  and Washington National service areas.

Yet a survey of enplaning passengers at Washington National in 
August 1962 indicated th at  about 9 percent of the ir air passengers 
would have found ground trave l to Fr iendship more convenient than 
to Washington National.

This 9 percent means th at  approximately 450,000 persons in the 
calendar year 1962 were being inconvenienced. And if we took into 
account the uneconomic and time-consuming “stacking up,” which 
has been referred  to by othe r witnesses here, which is reported to 
occur frequently at Washington  National because of overcrowded 
schedules, the number of people who would find Friendsh ip more 
convenient would undoubtedly be much larger.

At  the end of 1962 the tota l investment in Friendship Airport 
was $22 million, of which about $18 million was suppl ied bv the city 
of Baltimore and $4 million by Federal grants , and I am happy to
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say  th at ju st  a few days  ago  anoth er Fe de ral g ra n t was passed fo r 
the impro vem ent  of  ou r runw ays, whi ch to tals abou t $513,000.

We now have one fu ll- leng th  run wa y, an othe r je t run wa y 8,450 
fee t, an d a th ird je t ru nw ay  of  6,000 fee t fo r sm aller  planes. The 
8,450-foot je t runw ay  wi ll be length ene d to the fu ll  9,450 f eet  in the 
ne xt  step wh ich we take.

In  1961 a new finger  pi er  and a modern in te rn at iona l win g were 
adde d to ou r excellent te rm inal  bu ild ing .

I  w ould l ike to inform  the  co mmittee  as t o wha t h as  ha ppened since 
Fr iend sh ip  wen t into op erat ion in 1950. For the fir st 9 y ears it  was 
vi rtua lly an ai r mau sole um, prac tic all y ign ore d, whi le flights were  
concentra ted  at  the  al read y congested W ashing ton Na tio na l Airpo rt.

As  a consequence peo ple  fro m ou r are a were  for ced  to tra ve l by 
gr ou nd  some 45 miles or  more to Washing ton Na tio na l fo r flig hts  
or  to con tinu e us ing  ot he r means of  tra ns po rtat io n—trains  or  buses 
or  pr iv at e automob iles—a s ma ny of  the m did . Ba ltimor ian s could 
have  reached planes ide  at  Fr iend sh ip  with  only 10 miles of tra ve l.

Th ere was a que stio n ask ed here ea rli er  about ra pi d tr an si t faci li­
tie s to th is ai rp or t in wh ich  we are  intere ste d. We have not been 
so bo ld as to  ask fo r t he  m any mil lion s of  doll ars  to pu t in a m onora il 
betw een the  no rth ea ste rn  sub urb s of  W ash ington  and Fr iend sh ip , 
or  even one of thes e ve ry  expensive no-access runw ays, bu t it  only 
req uir es 20 minutes to tra ve l by bus  or  lim ous ine  fro m Ba ltimore’s 
bus ines s di st ric t to Fr ie nd sh ip  and abo ut 40 mi nu tes  by bus or  lim ­
ous ine from the  bus  te rm inal  at  12th and K St reet , so, as I  know 
abou t the  bus tra ve l tim es at  othe r ai rp or ts  in th is  country , we are  
no t suf fer ing  a gr ea t disadv an tag e fro m th at  score, bu t undoubted ly 
if  we had $50 o r $60 mi llio n fo r a mo norai l sys tem  it  would sho rten 
th a t tim e somewhat, if  no t fro m Baltim ore , a t lea st fro m W as h­
ing ton .

Th e pas senger  thro ug hp ut  a t Fr iend sh ip  i n 1951, t he  firs t fu ll year 
of  ope rat ion , was 211,000—th at is  inc oming  and ou tgoin g pa ssen gers— 
an d by 1958 it  ha d grow n on ly to 388,000. Gentle men, th at  is an 
av era ge  of  30,000 p er  ye ar  grow th  du ring  th at  7-y ear  period.

A ir  pas sengers at  W ashing ton Na tio na l in 1951 tot ale d 2,459,000 
an d by  1958 ha d rea ched 4,534,000, and, gen tlem en,  th at  is a ye ar ly  
grow th  on the  ave rag e of  300,000 as contr ast ed  with  ou r 30,000.

W ith the  adv ent of  th e lar ge  je t ai rc ra ft  in 1959, an d with mod est 
impro vem ent s in pr op el le r pla ne  schedules,  pa sse nger gro wth at  
Fr iend sh ip  became recogn izable . Th ro ug hp ut  clim bed  to  542,000 
in 1959, 747,000 in 1960, 1,136,000 in 1961, and it  reache d a high  of 
1.436,000 in 1962.

Th is  grow th was a  co mb ina tion o f g reat er  use o f ai r tra ve l by  people  
in the Baltim ore  m etr op ol ita n are a in response  to  th e more n early  a de­
qu ate  service offered the m,  an d the  appeal of je t flig hts  to peop le 
trav el in g to and  fro m th e en tir e Ba ltimo re- Washin gto n area .

D ur in g the  per iod  fro m 1959 u nti l lat e in 1962 Fr iend sh ip  accom ­
modate d all jet  traffic  in th is  area. Even the n its  fac ilit ies  were not 
taxe d and w ithout m ajor  expan sion it  could  have h an dle d three or  fo ur  
tim es as many scheduled fligh ts by both jet  and prop el ler ai rc ra ft.

As  a mat ter of  fac t, to da y we have about 165 fligh t movements in 
an d out, between th e two . As a com parison , W ashing ton Na tional
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ha s up wa rd  of 600, and  we are a l ar ge r ai rp or t th an  W ashing ton Na­
tio na l and we have a ve ry  str on g des ire  to rend er  b et te r service th an  
we are  pre sen tly  ren de rin g.

Fo llo wi ng  the  open ing  of  Dul les in Novem ber  of  1962, about 45 
pe rce nt  of  our je t fligh ts were  tra ns fe rred  to th a t ai rp or t. Bri tis h 
Ove rseas Ai rways rem oved its  London serv ice fro m Fr iend sh ip  in 
March  of  1963, Respi te th e fact  th at  a t Fr iend sh ip  they  could draw  
on the combined Ba ltimore-W ashin gton  mark et,  whe reas people in 
the  Ba ltimo re are a ref us ed  to  spend some 2 ho urs tra ve lin g on th e 
grou nd  75 mile s w estward  to tak e an eas tbo und tran sa tlan tic je t fligh t 
to Lond on.

Th ey  will  fly t o New  Yor k if  n ecessary  and th e New  Yo rk -B rit ish  
Overseas  Air wa ys  is com pe tin g no t only w ith  P an  Am eri can a nd  T W A 
fo r tran sa tla nt ic  passage, bu t also ap prox im ate ly one dozen foreign- 
flag  air lines.

t  hav e tri ed  t o finda rea son based on economics or  convenience why 
Bri tis h Overseas tr an sf er re d th ei r service lock,  stock, and  ba rre l to 
Du lles A irpo rt,  b ut  the y have  t old  me,  a nd  this  i s t he  o nly  reason th at  
they  have ever given me, th a t t hey ha ve done so because Fed eral  officials 
hav e designat ed Dulles  as  the Na tio na l Cap ital ’s ai rp or t and  the y 
have a s logan and it  says th a t they fly be tween the na tio na l capit als  o f 
the w orld.

I f  we exclude any cir cu msta nt ia l evidence  as to  why they might  
have otherwise been ind uced to  go the re,  it seems to  me th at  t hey  are  
pa yi ng  a very high  pr ice  fo r the  tenuou s “p rest ige” of  going  to  an ­
othe r ai rp or t where th e charg es  are  t hree  times as gre at  as  they were  
at Fr iend sh ip , and I  sa id to thei r London man ag er  recent ly th at I  
wil l nev er unde rst an d, when the y lose $34 mi llio n in 1961 and $40 
mi llion  in 1962, wh y they  fe lt  th at  the y ha d to  go to an oth er  a irpo rt  
no t int erm ediat e to  these two  gr ea t citi es and wh ere  they are  no t 
ha nd lin g the  same volume of  traffic th at  the y ha nd led at  Fr iend sh ip , 
an d he said , “W ell, th at  is it .” He  sa id, “I  c an ’t den y your  as ser tions 
as to the reasons  why  you th in k Fr iend sh ip  wou ld be be tte r fo r us, 
bu t we hav e to  make  that  mo ve.”

I  have been an exe cut ive  in the  e lectric  and ga s ut il ity busin ess fo r 
ma ny  years and also active  i n var ious c om mu nitywide  civic af fair s. I  
believe I  have nev er seen a more inte nse  publi c rea cti on  than  there  
was  to  the removal of  fligh ts from Fr iend sh ip  no r mo re gen era l su p­
port  th an  is given ou r a ir port  board  in ou r effo rts to re ta in  and im ­
prov e se rvice  at  Frie nd sh ip .

Part ly  because of  th is  an d because of  gr ea te r passe nger po ten tia l, 
some of  the air lines have been  re tu rn ing je t fligh ts to  Fr iend sh ip  or  
in st itut in g new flights.  Ex am ple s are  service to  an d fro m Miam i, 
some m idw est  and  west coast c ities , and Bo ston .

But  there is sti ll a long  way to go befor e we ha ve  wh at might  be 
con sidered reason ably adeq ua te  service, pa rt icul ar ly  in  the m at te r of  
comm ute r o r conven ient  sam e-d ay ro un d- tri p serv ice  s tro ng ly  d esi red  
by bus ines s tr avele rs.

To  il lu st ra te  the effect on  F rie nd sh ip  o r Dulle s, ou r pas senger  traffic  
th ro ug hp ut  in  the  fir st few  m onths  of  1963 was abo ut  30 percent  u nd er  
th e same mo nth s of  1962. bu t since the n, wi th th e re tu rn  of  some 
fligh ts to Fr iend sh ip , th e dec line  is smaller—abo ut 23 pe rce nt in Ju ne  
an d a n estim ated 19 pe rce nt in J uly.
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We hope the recovery will continue and tha t Friendship will again 
begin to show normal growth if the airlines, in thei r scheduling, give 
unhampered recognition to the better location and better passenger 
and aircargo market available  to them in Friendsh ip’s service area.

There is no reason why Friendship  Internatio nal Airport should 
not be officially designated as an airport serving Washington as well 
as Dulles. In fact, it is a disservice to the trave ling public not to 
so designate Friendship, particularly those not fami liar with the 
geography of this area and the more remote location of Dulles.

Congressman Friede l has a large file of letters from people who 
found themselves landing at Dulles, but would have much preferred 
Friendship . On the other hand, I have heard of no dissatisfaction 
from passengers landing at Friendship destined for  the Distric t of 
Columbia.

I do not, of course, suggest tha t locations south and west of Wash­
ington, such as Arlington, Va., may no t be more convenient to Dulles.

I should like to mention, briefly, some of the w ithdrawals or plain 
lack of service we are contending with.

Before November 19, 1962, we had two daily nonstop jet flights 
to Atlanta,  Ga., and two retu rning;  now we have no jet flights and 
no nonstop flights. We have  been working on having one flight each 
way restored and are hopeful of the outcome.

Nonstop jet service to and  from Detroit  was removed; recently we 
have been given such service to Detroi t by another airline which gives 
more recognition to F rien dsh ip’s market and we a re looking forward 
to the installation of a r eturn flight presently lacking.

Our lack of service to Newark Airport, generally considered the 
communter airport for  downtown New York, is the subject of daily and 
frequently  bitte r complaints from businessmen in Baltimore and 
the nearby commercial and indus trial areas.

To Newark we have a tota l of only e ight flights da ily, one before 7 
a.m., three  after 10 p.m., and with serious gaps during the commuter 
periods, for example, of 7 hours and 30 minutes between 8 a.m., and 
3 :30 p.m., and 3 hours and 25 minutes between 3 :30 p.m., and 6:55 
p.m.; returning, the situa tion is similar although the gaps are not 
as severe.

This may be contrasted with  34 well-spaced flights daily from Wash­
ington  National. Friendsh ip has no flights to LaG uard ia; Washing­
ton Nationa l has 28 daily.

Friendship now has no service to or from Ha rtfo rd,  Conn. Wash­
ington National has eight flights in each direction.

There  are a number of cities to which Friendship has service in 
only one direction whereas Wash ington National has multiple flights 
both wa ys; for example Birmingham , Ala .; Charlottesville, V a.; Mem­
phis, Ten n.; and Raleigh, N.C.

I have a list of other  instances of inadequate or nonexistent service 
at Friendship. It  is by no means complete, but  it  follows the pattern  
of the examples I  have jus t mentioned.

You might ask, “What is our airport board doing about the prob­
lem?’’ Well, we have had personal meetings with officials of most of 
the airlines  and direct correspondence with the top officers of all the 
airlines serving Friendship .
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In  some cases this has  been fruitfu l. With the  possible exception of 
one airline, which for some reason does not wish to serve Baltimore 
aft er specifically ask ing the CAB for and having been gran ted such 
authority  (Northwes t), it  has been indicated to me tha t the airlines 
are well satisfied wi th the  facilities and economy of their  operations 
at  Friendship  and with  the growing passenger and cargo business 
obtained in our service area. Even BOAC said that  they were highly 
pleased with their  operations  and expanding  business at Friendship— 
but  still they withdrew.

We publish regularly—and I believe send each o f you gentlemen a 
copy—a complete consolidated through-plane schedule of all flights 
at Friendship. In simplified and easy-to-use form, it  is the  only such 
complete consolidated schedule put out by an airport  as f ar  as I know.

Early  this year, at my request, the city of Baltimore appropriated 
$50,000 for a special promotion campaign. Anyone familiar with 
adver tising knows that th is is a modest sum for such purpose, especially 
when part of  the objective is to reach a national  audience.

Nevertheless, we feel we have had considerable success in achieving 
our twofold purpose. Fir st,  we are trying to acquain t air travelers 
coming from other  sections into this area with the service offered 
at Friendship and its convenience to the combined Baltimore-Wash­
ington metropolitan area. Secondly, but not of less importance, we 
are trying to stimulate the use of air travel by people in this area.

It  may be a case of David tilting with Goliath, but we do not have 
available  to us any one single weapon to accomplish our much more 
peaceful purpose. We are doing whatever we think can be done and 
should be done to assure fa ir treatment in the  ma tter  of vital modem 
air  transporta tion to the people and businessmen who can best be 
served at Friendship International Airpor t.

Our  case is based on convenience to the public and operating econ­
omy to the airlines. I t seems to us that these should be the over­
ridi ng criteria. I suggest to you gentlemen th at when you have pre ­
sented to you statistical evidence of how many passengers went through 
any airpo rt, Friendship or Washington National or Dulles, during 
a certain  time, you must not, if you permi t me to say this, assume 
that with better service tha t same number of passengers would repre­
sent the throughput.

We are laboring under  a gross inadequacy of service for  the people 
in Maryland and the surrounding area and any computations that 
may be presented to you eithe r today or any other time based on the 
number of passengers as they  are today, in my opinion, would not rep­
resent what they would be if we had better service.

I  want to say th at I  am deeply grateful to you gentlemen for again  
hear ing our story. I  would be happy to answer, to the best of my 
ability, any questions you may have.

Mr. Williams. Thank you very much. It  was an excellent sta te­
ment. Are there any questions?

Mr. F riedel. No questions. I just want to compliment Mr. Crane 
for the great work he is doing.

Mr. W illiams. Mr. Devine ?
Mr. Devine. No questions.
Mr. Macdonald. No questions.
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Mr. W illiams. Tha nk you.
Mr. Williams. We have next our colleague from Maryland, Mr. 

Morton. I  understand, Mr. Morton, tha t you would like permission 
to submit a statement. Is  that correct, sir ?

STATEM ENT  OF HON. ROGERS C. B. MORTON, A RE PRESEN TA TIVE  I N 
CONGRESS FROM TH E STA TE OF MAR YLAND

Mr. Morton. Yes, Mr. Chairman. I would like to submit a state­
ment in support of the  remarks tha t Mr. Crane made in connection 
with  Friendship and  I would just like to  say th at  I  am here in behalf 
of trying to achieve a bette r balance of air traffic between National, 
Dulles, and Fr iendship which will, in my opinion, greatly enhance the 
service to the people of Maryland , particu larly of the Eastern Shore.

Thank you very much.
Mr. W illiams. Tha nk you very much. The committee will be very 

happy to receive your statement.
Mr. Morton. Thank you.
(The statement fol lows :)

Statement of IIon. Rogers C. B. Morton, a Representative in Congress 
From the State of Maryland

Mr. Chairman, I aprec iate the opportunity to submit this statement in 
behalf of Friendship Airport.

The facilities of Friendsh ip, its proximity to Baltimore and Washington, its 
relationsh ip to other airp orts  in the Baltimore-Washington metropolitan com­
plex, are all factors well established and documented in the record of this hear ing. 
One need be only a casual air  traveler to and from the Washington area  to 
realize tha t the National  Airport though convenient to downtown Washington 
is heavily taxed not only from the point of view of ground facilities but also 
from the point of view of ai r traffic. It  is the usual thing, not the unusual, to 
encounter either a delay in landing or takeoff, or a delay in deplaning due to 
limited a ircra ft parking facilities.

My plea before this committee is not simply a part isan  demand to provide 
more services from Friendsh ip, but more to urge this committee to take the 
leadership with the proper agencies of Government to study the services pro­
vided from a ll three airp orts  serving this area. It  is hoped tha t such a  study 
will result in better air  traffic management and more balanced travel oppor­
tunit ies for the residents and business travelers of the  tota l area.

In itself, the city of Baltimore is the sixth largest  city of the United States. 
It  is the second largest seaport. It  is a community exhibiting dynamic business 
growth. And, even without considering the requirements of its next door neigh­
bor, is deserving of topflight air  service to key cities and major interchange 
points.

In the study of this problem, it is hoped th at the committee will review ob­
jectively all the facts in the light of possible conflict of interest which could 
exis t as  an influence on a ir traffic development in the grea t metropolitan complex 
of this area by reason of the Government’s proprie tary interest in both the Na­
tional and Dulles Airports. I am sure if such a conflict of interest has played 
a par t in building up traffic in the two Washington airports  at the expense of 
Friendship, this has been done unintentionally, but in the natura l inclination 
of people serving interests  closest to them.

I am confident tha t with sound management techniques, a plan can be worked 
out to serve the best inte rests of our great  community. It  must provide con­
veniences for the most number of travelers involved, and create a balanced use 
of facilities resulting in efficiencies and minimizing the requirements for addi­
tional  capital investment.

May I respectfully urge the committee toward this  end.
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Mr. Williams. The Honorable Alan Boyd, the Chairman of the
Civil Aeronautics Board. Mr. Boyd ?

STATEMENT OF HON. ALAN S. BOYD. CHAIRMAN, CIVIL 
AERONAUTICS BOARD

Mr. Boyd. Good morning, Mr. Chai rman and members of the com­
mittee. I would like to make a statement before I go into my prepared 
statement.

I  have listened to the testimony this morning. I want to congratu­
late Mr. Friedel  on a very thoughtful and objective statement. I want 
to tell you, Mr. Chairman, tha t it was your good fo rtune you were not 
here to hear a good bit of the testimony which was based on innuendo, 
inference, misstatement, and half-t ruths.

Mi*. Chairman, the personal integr ity of the member's of the Civil 
Aeronautics Board has been brought  into question by these completely 
unsupported inferences that  have been made by Mr. Crane, Senator 
Beall, and Senator Brewster.

There is an aura about the ir testimony to the  effect that  if the tru th 
were really known, even though they can’t prove it, the member’s of 
the Civil Aeronautics Board  are undertaking to d isto rt their  position 
and the law to the detr imen t of the citizens of Baltimore  and of 
Friendship  Airpor t.

Mr. Chairman, we are, in effect, defenseless, -when these people are 
able to come here and in open forum make these charges without any 
suppo rt, and I can only say tha t for one I  ask these gentlemen spe­
cifically to either put  up or shut up.

I do not like to have my character questioned by this type of in­
nuendo, and if I  am not fulfi lling my constitutional obligations I  think  
this committee is entitled to know it. If  I am, I  do not like to have 
my charac ter assassinated.

Mr. Williams. Mr. Chairman, I regret  that  I  was not  here during  
that testimony and, of course, I am not  fami liar with the part icula r 
references tha t you mentioned.

I thin k it is unfor tunate, however, if these witnesses did  impugn 
the personal integrity or the official integr ity of the members of the 
Board.

I have always found  the  Board to be very fai r and very reasonable 
and, insofa r as I  know, certain ly I have no reason to impugn the 
integrity  of any member of the Board.

As fa r as I know, every member of the Board, and particularly  
the Chairman of the Board , is seeking to do his honest duty in ca rry­
ing out the letter and the spi rit of the Civil Aeronautics Act, and 
certainly I would no t jo in in any criticism of the Board tha t might 
have a tendency to impugn the personal character o f any of the mem­
bers or of the Board collectively.

Mr. Boyd. Thank  you, Mr. Chairman. I would like to say that  
I do not make thi s outburst with  any feeling tha t the Board should 
not be subjected to criticism, and severe criticism.

We are fai r game for our actions, but  I do no t see any reason for 
anybody to indicate tha t there is some sort  of a devious network th at
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doesn ’t app ea r on t he  su rfa ce  tha t is be ing  used to fr ust ra te  the  le gi ti­
ma te a ims of  any co mm unity  or  of th e air lines.

Mr . W illiams. I  would  h ope  th at  you might  ha ve  occasion at  le ast  
to ela borat e on some of  th e specific  cha rges th at  were  made by thes e 
witnesses  because, as I  say,  I  was not  here.

I  do int end to  review  the r eco rd v ery  carefu lly .
Mr. Boyd. The charg es were to the  effect, Air. Ch air ma n, that  the 

ai rli ne s feel th at  it  is in th ei r bes t in ter es t t o g et  a lon g wi th the  C ivil 
Ae ronauti cs  Bo ard  a nd  t he  Civ il Ae ron autics Bo ard  h as  th e pow er of 
lif e an d death  over th em,  an d,  th ere for e, th ey  a re a menab le to  influence 
to put th ei r flights in to  Du lle s because the Civ il Ae ron autics Bo ard  
say s t hat thei r f ligh ts should  be in Dul les, and the re  is no  pr oo f on this.

Eac h one of these witness es said , “We don’t have  an ythi ng  dire ct, but  
th at i s obviously w ha t is  ha pp en ing,” that  we ha ve some sort o f a  quiet 
un de rst an ding , an d there  is a conside rable amount of  m isinfo rmation  
in th e minds of  some of  t hese  w itnesses  a bout who are the reg ula tor y 
agencies involved in w ha t a rea .

Th ey  a re  ve ry care less in  us ing “ reg ulato ry  agencies” plural , when it 
su its  t he ir  p urp ose  to  d ra g the  B oa rd  int o the  a rea of  the  F A A j ur is ­
dict ion and vice versa,  an d I  am sure th is commit tee underst ands  the  
diff eren ce between ou r ju ris dicti on s, b ut  I  wan t to assure  the committee 
th at  t he  Civi l Ae ron autics Bo ard expects those c ar rier  who a re cer tifi ­
ca ted  to serve  W ashin gto n to  do so a t W ashing ton an d those who are  
cer tifi cat ed to serve  Ba ltimore to  do so a t Ba ltim ore .

Eve ry th in g we have do ne in  th is  case i s ope n and a bove bo ard . Our  
files are  public  and  anybody wh o w ants to see them me rely h as to go to  
the Univ ers al Bu ild ing  and tak e a  look.

I do n't  like the  infe ren ce th a t we are  d oin g an yt hi ng  quie tly  or un ­
de rhan d,  and I would like , fu rth ermore,  t o sta te,  Air. Ch air ma n, th at  
if the air lin es  are  ser iously  concerned about do ing  wha t the Bo ard  
wants , we hav en’t seen any ov er t evidence o f i t.

I th in k they are  about as ind ependent as any  gr ou p I have  ever 
dealt  wi th and I co ng ra tu la te  them  fo r it.

Air. W illia ms. W ith  res pect to  the  sta tem ent th a t you have jus t 
made and the  sta tem ents th at  have been mad e to the committ ee, I  am 
sure th a t you wou ld jo in  me in  th is sta tem ent . I f  thes e witnesses 
shou ld hav e any  tan gible  evidence to su pp or t the  charg es  th at  have  
been made,  th is committ ee would  welcome the  re tu rn  o f such  evidence 
an d if  it proves  th at  there is substan ce to  these charg es,  I feel sure 
th at  ei ther  t his  c omm ittee or  the Legis lat ive  O ve rsi gh t Subcom mit tee  
of  the Commerce Comm ittee would wa nt  to look  in to  th is mat ter 
thorou gh ly. I  feel sur e th a t th e chair ma n wou ld ce rta in ly  welcome 
such  an inv est iga tion, if  you wa nt to pu t it  in  th at  lig ht .

Air. Boyd. Yes, si r;  you  ma y be sure of  th at . In  fac t, whi le you 
were out  of the  room m embers o f the  comm ittee  did  ju st  exac tly th at , 
asked these witnesses fo r p ro of , and were  to ld th at  th er e was no dir ect 
proo f, bu t th is obvious ly is th e infe renc e, th at  i f they  rea lly  knew the 
facts the y wou ld be able t o prov e it.

Air. W illiams . I  th ink it  is  re grett ab le indeed t he  charg es have  been 
made which are  uns up po rte d an d unfou nded by evidence . I f  the re is 
evidence  the  committee  w ould like to have it very much. Is  t here any 
commen t from members  o f the committ ee before  we  p roceed  wi th Air. 
Bo yd ’s s tate ment ?
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Mr. Friedel. I  want to say this, and  I said it earlier, I want to com­
pliment  you, Mr. Boyd. There are a  lot of things I don’t agree with  
you on, but I have never t ried to impugn your integrity  on anything  
that you have done. I thin k you are one of the real dedicated public 
officials who is doing a wonderful job. I am fighting for more ade­
quate service for Friendship—you can’t blame me for tha t—but I  am 
not t rying to impugn y our integr ity in any way, shape or form.

Mr. Boyd. No, sir, and I want to reitera te my admirat ion for the 
objectivity and also for the drive tha t you have exercised, and I am 
keenly sorry tha t some of your colleagues, apparently in this par­
ticu lar matter, didn ’t seem to have the sense of responsibility that you 
have shown so well through the years in th is fight tha t you have been 
put ting on.

Mr. W illiams. Thank you.
Mr. Macdonald. I would just like to add to that.  I don’t know 

what colleagues you have in mind, Mr. Boyd, because I haven’t heard 
any colleague of mine on th is subcommittee or the full committee ever 
impugn your integri ty.

Mr. Boyd. I was talk ing  of the witnesses this morning, Mr. 
Macdonald.

Mr. Macdonald. Righ t. They are not exactly colleagues in the 
sense that they are not serving here in Congress.

Mr. Boyd. I am sorry. I don’t want to associate you with people 
you don’t want  to be associated with.

Mr. Macdonald. I am happy to be associated with the Senators  
who are tryin g to protect Maryland. I think tha t is their  job. 1 
didn't hear any of them impugn your motives, but I was very delighted 
to have you say to this subcommittee that  you welcomed an investiga­
tion by the Legislative Oversight Committee because yesterday on 
the floor of the House I suggested that, not about Baltimore, but ra ther 
what  would seem to me a rather errat ic cuttin g off decision which 
cut off service to New England  and Boston parti cularly, by Northeast 
and tak ing tha t airline  out of service.

I think tha t your advocat ing an investigation would add some 
weight to my request for  th at Legislative Oversight Subcommittee to  
investigate  the reasoning behind this cutoff. I hope I have an op­
portunity today, and if not I  am sure a late r date, to question you 
about th at matter.

Mr. Williams. May I  say at this point tha t while the Interstat e 
and Foreign Commerce Committee does have responsibility for main­
tain ing legislative oversight over the operations of the regulato ry 
agencies under its legislative  jurisdiction, there is sort of a twil ight  
zone of jurisdiction as rela ted to this par ticu lar subcommittee in this 
field.

The jurisdiction for m aking  an invest igation into the actions of the 
Civil Aeronautics Board  with respect to whether  or not they are 
properly carrying out  the responsibilities and obligations the law im­
poses upon them prope rly rests with the Legislative Oversight Sub­
committee of this committee.

I would hope tha t we don’t get too deeply into th at  subject, but that 
any evidence of malfeasance, improper influence or any other actions 
on the part  of the  Board which are irregula r according to law would 
be refer red to the Legisla tive Oversight Subcommittee or to the
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ch air ma n of  the  Com merce Com mitt ee, the pa re nt  committee of  th is 
commit tee,  fo r de term inat ion as to whi ch subcom mit tee will  pr op er ly  
have  jur isd ict ion .

Mr. Boyd. I  wil l co nti nu e wi th my sta tem en t, Mr . Chairma n. I  
wo uld  like  to say th a t I  am no t advocat ing  an  inv est iga tion of  the  
Civil  Aeron autics Board.

Mr. W illia ms. I  un de rs tand  th at .
Mr. Boyd. I  wou ld feel th at  my competency wou ld be in question 

if  I  did , bu t I  am ce rta in ly  prep ared  an d urge  th at  if  anybod y has  
charg es  to make , th ei r charg es be mad e and an  inv est iga tion the n 
be conduc ted,  and I  can assure  you th at  I  and the oth er members  of  
the Bo ard  are p repa red to  st an d up a nd  be cou nted any time any whe re.

Mr. W illia ms. I was  no t advocat ing  a n inv est iga tio n of  the CAB.
I  was simply say ing  i f  t he re  w as any  evidence  of  wrongdoin g on the 
p a rt  of  the  CAB an d if  the evidence so war rant s,  I  can assure you 
th a t inv est iga tion would  be in order.

Mr . B oyd. I would share t hat  a nd  cooperate  f ull y.
Mr . Chairma n, there are att ache d to my pr ep ar ed  s tatem ent several 

tab les  conta ining  factua l inf orma tio n which I  am sur e will be of in ­
te re st  to you. Ta ble  1 lis ts those ai r ca rri ers ho ld ing cer tific ate au ­
th ori ty  to serve  Ba ltimore an d/o r Wash ing ton . Of the  19 ca rri ers 
lis ted thereon, all exc ept  4 are autho riz ed  t o serve bo th  c ities.

Br an iff , Aeronaves  de Mexico , S.A., and V ar ig  are  autho rized  to  
serve Wash ing ton  only,  an d Seaboard W or ld  Ai rline s, an all -ca rgo  
ca rr ie r, is a uth ori zed  to  se rve Ba ltimo re only.

Ta ble  2 is a  sum ma ry by  car rier  of a verage  d ai ly  s ched uled  a ircr af t 
de pa rtu res a t F rien ds hi p and Dulles  Ai rp or ts  as o f Ju ly  1963, show ing  
the to ta l fo r each  ca rr ie r, as well as detail  by class of  equ ipm ent . 
Thi s tab le also shows th e schedule  p at te rn  a t F rien ds hi p in Ju ly  1962, 
befor e the  o pen ing  of Dulles .

As  between the two pe rio ds  show n the reo n, th e to ta l numb er of 
schedules at  F rien ds hi p ha s been reduce d from 94 pe r day  to  76, for  a  
decrease of 18. Th is dec rease is mad e up of a red uction of 19 pu re  
je t schedules, an inc rease of 12 turbo pr op  schedules, and a decrease of
I I  pis ton  schedules.

Dur in g Ju ly  1963, Du lle s was  receiv ing  39 scheduled de pa rtu res 
pe r day , made up  of 29 pu re  jets , 5 tu rbop rops , an d 5 pis ton -ty pe  
flig hts .

Table  3 is a su mm ary  for  the 5-yea r pe riod 1958 to 1962 of th e sched­
uled  de pa rtu res fro m th e Washing ton and Ba ltimore ai rpor ts,  and 
th e passeng ers or ig inated  in the  o verall area. I t  also sets fo rth  da ta  
fo r th e first qu ar te r of  1963, the  fir st complete qu ar te r of opera tions  
a t Dul les,  and , fo r pu rposes  of  com parison , da ta  fo r the  firs t qu ar te r 
of  1962 be fore  the  openin g of  D ulles.

In  terms  of ra tio  of  opera tio ns  between the Ba ltimore and W ash­
ington  ai rpor ts,  th e dat a conta ine d in the tab le shows , fo r example, 
th at , du ring  th e pe rio d 1958-60 , less tha n 15 pe rcen t o f t he  a rea ’s a ir ­
cra ft  dep ar tures were from  Fr iend sh ip  a nd  that these de pa rtu res  a lso 
accoun ted fo r less th an  15 perc ent o f t he  a rea’s passen gers.

As  you know, thi s pe rio d was the  th res hold of  the  rap id  changeo ver  
to  je t equ ipm ent  w ith  a ll such  service being prov ide d th roug h Fri en d­
sh ip , and as a resu lt th e sta tis tic s fo r Fr iend sh ip  showed a ma rke d 
increase in 1961 an d 1962. In  1961, Fr iend sh ip  ha d 20.7 perce nt of
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the departures for  the overall  area and  originated the 
of passengers, and in 1962, its peak year thus far , Fr ie 
percent  of the area departures and originated 23.6 
traffic.

The statistics for the first quar ter of 1962 showu^, 
approximately the same percentages of par ticipat iM 
figures for the first quarter  of 1963, a period in whlc 
full operation, show tha t Friendship’s departures h
proximately 4 percent or to 19.4 percent of the to tal area departures , 
and tha t its passengers or iginated had dropped about 8 percent or to 
15.9 percent.

Dur ing the same quar ter, Dulles accounted for  approximately 9 
percent of the area’s departures and passengers, thus indicating th at 
some of the traffic which could have been served by Washington 
National also had been dive rted to Dulles.

In  terms of to tal volume of departures and traffic served by Fr iend ­
ship alone, it  may be noted tha t Friendship had some 17,000 depart - 
tures  in 1958 and a little over 29,000 departures in 1962. Assuming 
tha t the figures for the first quarter of 1963 are fair ly representative, 
Friendsh ip may antic ipate  some 25,000 depar tures for 1963, thus 
bring ing the airport activ ity in terms of scheduled departures to 
somewhere in the vicinity of the 1961 level of operations.

In  terms of passengers originated, the increase has been from 196,- 
000 in 1958, to 677,000 in 1962. Again assuming th at the 19(53 figures 
are representative,  the 1963 total will be about 450,000 which again 
exceeds the 1960 level of operations.

One other set of figures should lie noted, and that  is the on-flight 
survey of airline passengers depar ting from Friendship and Wash­
ington  National Airpor t which were conducted during the period 
August 13-19, 1962. This  survey was conducted by the Friendship 
Air por t Board and the airlines serving the two cities, with the co­
operation of the Civil Aeronaut ics Board’s Office of Community and 
Congressional Relations.

I have copies of this survey for the record. As you are probably 
aware, Mr. Crane, who has already appeared before you, headed 
Baltimore’s official part icipation in the survey. Dur ing the course 
of the survey, 1,296 flights were covered, or 77 percent  of the total 
flights scheduled to depart from Friendship  and Washington Na­
tional Airport.

Af ter  discarding those questionnaires which were incomplete and 
those which were answered by passengers who were connecting at 
either of the airpo rts rather than originating, there were 19,387 
returns. Of this number, 12,736 boarded at National, while 6,651 
boarded at Friendship.

Thus, in terms of actual airpor t ut ilization  as reflected by the usable 
returns, Friendship accounted for approximately one-third of the 
boardings , and this at a time prio r to the opening of Dulles when 
all the jet a ircra ft were using Friendship.

In  conducting the survey, the entire area was zoned by location 
and all returns were coded by point of origin in the area as well as 
by domicile, in order tha t information could be ob tained for future  
use in ascertaining the relative convenience of the various airports
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in terms of persons residing in the overall Baltimore-Washington
area.

However, additional computations beyond those made in the o rigi­
nal survey are necessary for tha t purpose, and statistics indicating 
the number of passengers who would find either Friendship  or Dulles 
more convenient because of comparative surface travel times and dis­
tances have not been officially formulated  by the Board.

However, I am told by tne Board’s staff that, on the basis of esti­
mated driving times, between 25 and 30 percent of the total  area traffic 
could be more conveniently served through Friendship as compared 
to Dulles. In this connection it is interesting to return to table 2 in 
terms of the schedules now being operated at the two airports.

Friendsh ip is now served bv 43 percent of the total pure jet sched­
ules to the area. Hence, if i t be assumed that  from 25 to 30 percent of 
the  area traffic would be most convenienced by service to Friendship, 
the distribution of long-haul expedited schedules would appear to be 
Adequate as between the two airports.

This takes into account the fact that there are no long-haul expedited 
schedules from Washington National and th at all such service fo r the 
area must either be provided at F riendship or Dulles.

Fina lly, I am aware, Mr. Friedel, that  you have received many 
letters of  complaint concerning service to Friendship  versus service to  
Dulles. These letters appear in many instances to be based on mis­
information on the part of those making reservations and ticketing 
passengers to Baltimore with the result tha t passengers have not been 
made aware of the fact tha t they could reach W ashington through 
flights to Friendsh ip or have been routed to Dulles when landing at 
Friendship could have been more convenient.

However, I  believe that the many meetings that you have held with 
the air  carriers  have gone a long way toward straightening out this 
par ticu lar problem and your  efforts in this respect have certainly 
proved productive.

This  concludes my prepa red statement and if there are any specific 
questions tha t you have to ask, I  will be glad to attem pt to answer 
them.

(The  material referred to  follow s:)
[T W A R es er va tion s an d T ic ke t Sa les, CTO Bul le tin , New Yo rk , Aug . 1, 106 3]

Bulletin No. 63 4̂23 Domestic—63-921 International.
Subje ct: Balt imore passengers.

Complaints have been received from passengers who expected to arrive  in 
Baltimore but whose flights have terminated at Dulles International Airport. 
Since Dulles is located approximately 75 miles from Baltimore, a customer can 
be seriously inconvenienced if he is terminated a t the wrong airpor t.

Our conversational techniques provide tha t we will mention the name of the 
airp ort  in multiairport areas and also reach an understanding with the cus­
tomer. Anytime we receive a complaint from a passenger who claims not to 
have been aware of the airp ort of intended landing, we have not presented 
the schedules properly.

Baltimore’s Friendship Inte rnational  Airport has been considered both the 
Baltimore and the Washington je t airport with limousine service to both cities. 
Now tha t Dulles is in operation, it appears tha t some of our people may be under 
the impression that  Dulles too is the airport for Baltimore and Washington.
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Rem ember  th e fo llo wing:
1. Fr ien dship  Airp or t is th e a irpo rt  of serv ice  fo r Ba ltim ore .
2. Dul les is n ot cons ide red  an  a irpo rt  of  service f or  Balt im ore .
3. Dulles  is app ro ximately 75 mile s fr om  B alt im ore, an d
4. Th ere  is  no g roun d tr an sp or ta tio n between Du lles an d Ba ltim ore , e xce pt 

a long cab rid e involv ing  an  outl ay  of  $25 to $30.
All  per son nel  sho uld  be esp ecial ly ca re fu l to ex plain  th e facts whe n rout ing 

a ir  tr av el er s to Ba ltimo re a nd  o th er  Mary lan d p oin ts.
J oseph A. Clay,

Sy stem  Director, Re servat ions  an d CTO's. 
Dist rib ut ion : R-3 , R -4, R-7  m ail ing  lis ts.

T able 1.—Carriers ho lding cer tifi cat e au thor ity  to se rve Ba lti mor e and 
Wa shi ng ton

Carrie r Balt imore W ashington Carrier Baltimore Washington

Allegheny____________ X _______ X. Un ite d_______ ________ X ............. X.
Americ an____  _______ X ______ X. Pan Amer ican. ....... . .  . X . ............ X.
Branifl X. Seaboard Wo rld. . ..  ._ X _____
De lta ....................... X X. Aeronaves de Mexico, X.
Eas te rn . _. . . ___ X ....... . X. S.A.
Lake  Central_______ _ X . X. Air France ..  _____ X ____  . X.
Nation al ____________ X _______ X. British Overseas Airways. X ______ X.
Northeas t ____________ X .............. X. Eagle Airways (Bermu- X _______ X.
No rth we st. _________ X .............. X. da).
Piedmo nt.  __________ X _______ X. Varig________ ________ X.
Trans W or ld__________ X .. - - ....... X.

Source; CAB records.

Table 2.—Ave rag e da ily  de pa rtu res scheduled, by car rie r an d equ ipm ent c lassifi ­
cat ion  fo r Fr iend sh ip  and Du lles , J uly  1962 and Ju ly  1963

July 1962 July 1963

Je t Turbo­
prop

Piston Total Je t Tu rbo ­
prop

Piston Total

Frie ndship :
American__________ _________ 6 0 3 8 4 0 3 7
Alleghen y___ _______________ 0 0 5 5 0 0 4 4
De lta ______________________ 6 0 0 5 4 0 2 6
Ea ste rn____  _ ______ . . 6 4 11 21 2 7 7 16
Lake Centra l________________ 0 0 4 4 0 0 3 3
Nationa l_________ __________ 0 4 4 8 0 8 0 8
No rth ea st___ . .  ____________ 0 0 2 2 0 0 2 2
No rth we st____ ______________ 1 0 0 1 0 0 0 0
Piedmo nt___________  ______ 0 0 3 3 0 0 3 3
Tr ans Wor ld________________ 6 0 1 7 4 0 2 6
United __  ____  . . _____ 16 2 10 28 7 7 6 20
Pan A merican____ . . _______ 2 0 0 2 1 0 0 1

To tal _____________________ 41 10 43 94 22 22 32 76

Dulles:
A m er ic an .. .__________ _____ 3 0 0 3
Branifl  . . . 4 0 0 4
De lta . . . . . 2 0 0 2
Ea ste rn . ___________________ 5 1 4 10
N ort hw es t.______________  . 1 0 0 1
Trans Wor ld_______________ 3 0 0 3
United _____ _______________ 9 4 1 14
BO AC .............. ............................ 1 0 0 1
Pa n America n_______________ 1 0 0 1

To tal _____________________ 29 5 5 39

N ote.—For purposes of this  sum mary, only f lights  operating 5 or more days per week are  included.
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Mr.  Boyd. Th an k y ou, Mr. Chairma n.
Mr. W illia ms. Sin ce th is is Fr iede l Day in th e committ ee we will 

reco gnize Mr. Fr ied el.
Mr . F riedel. Mr.  Boyd, there is one th in g I  would like to have 

cle are d fo r the  r eco rd,  an d I migh t be s uffering u nd er  a mi sap pre hen­
sion. I  wou ld like  to  di rect  you to your  sta temen t th at  people th at  
wan t to go to W ash ington  must  go to Dulle s Ai rp or t.

Mr . B oyd. No, sir. Th e s tat em ent I  made was that the  a irli nes who  
are. au tho rized to serve Wash ing ton  hav e to serve Wash ing ton  ei ther  
th roug h Dul les or W ash ington  Na tional  fo r serv ice to Wash ing ton . 
The  air lines au tho riz ed  to  serve Ba ltimo re hav e to  serve  Ba ltim ore  
th ro ug h Fr ien dship.  Th e pas senger  is en tit led to  go any where  he 
wa nts to go, and it is a m at te r fo r the pas sen ger  and the  ca rri ers to  
communica te as to  how the  passenger  wants  to  ge t to Wa shington .

People come in and  ou t of  thi s are a from all  over the U nit ed  S ta tes 
and obviously  a lot of ai rli ne  per sonnel don’t kno w t hat  the re are  f ac il­
ities  to move pe ople  fro m Frie nd sh ip  into W ash ing ton .

Mr.  F riedel. Th ere mus t be some misu nd ersta nd ing  with the  a ir ­
line s and  evidently it  is ca rri ed  over  to the  tic ke t counters, because I 
have  received num ero us l ett ers, and I  th ink I tu rn ed  over to Mr.  Dregge 
every  one t ha t I  rece ived . I  th ink it  was 55 let ter s, 6 specif ically  m en­
tio ni ng  they  could  no t get. a  flight, o ut of Fr iend sh ip  or out of Bal ti ­
more to London. That , is trem end ous percen tagewise  t ha t wa nt to go 
to  London, and 6 ou t o f 55 m ent ioned the y could n’t g et  a  f light ou t of  
Fr iend sh ip .

I th ink th roug h misu nd ersta nd ing peop le are  g oing  to Dulles  or  a re 
route d to Dul les because you  say air lines th at  wa nt  t o serve W ashing ­
ton  m ust  go to Dulles.

Mr . Boyd. Or W ashing ton N ational.
Mr . F riedel. Or W as hing ton National . Many people do not know  

th at  Fr ien ds hip is in ter me dia te , th at  Fr iend sh ip  can serve bo th B al ti ­
mo re and  W ash ing ton  an d does. I  called it  to  the att en tio n of  T W A 
an d they imm edia tely  c orr ected  it, not only  T W A,  bu t the Tra ns po rta­
tio n Dis plays,  Inc ., Uni ted Airlin es,  and Am erican  Air line s. Th ey  
not only  sent out. a bu lle tin , bu t the y also gave  a ma p to everv tic ke t 
office showing w here  Du lle s is, where  Washin gto n is, and w here  Fri en d­
sh ip  is, where  Balt im ore is.

Mr . Boyd. We  hav e contacted the publi she rs of  the  Official Ai rli ne  
Gu ide  t o see whethe r s om eth ing  could be p laced in th at  pub lica tion .

Mr . F riedel. They ar e go ing  to correct th at , bu t the re mus t be a 
misu nd ers tan din g because I hav e a le tte r indica tin g there was a gro up  
of  25 ladies th at  w ere ro uted  to  Dulles a nd  th ey wante d to be in W ash­
ington  or Baltim ore . A lot of  them had  to  go to B alti more.

They were route d to Du lles and fo r some it. c ost the m $25 or $30 to 
get  to  Baltimore . Th ey  wrote  me t hi s let ter . I cal led  it to the  a tte n­
tio n of  the  air line. I  do n’t wa nt  to  men tion  the name. They lost  
bus iness because 11 out of  25 took  an oth er  f light out o f F rie nd sh ip  and 
di d not ret urn on that , sam e ai rlin e.

Her e is the  bull eti n th at TW A sen t out , and it  is very exp lici t. I f  
you  c an send out some o rd er  or regula tion like  th is  it would be h elp ful.

Subje ct : “B alt im ore passe ngers .” Co mp laints  hav e been received 
fro m p asse ngers who exe pcted to  a rri ve  in Bal timo re, b ut whose f ligh ts 
have  ter mi na ted  a t Du lle s In te rn at iona l Airpo rt . Since Du lles  is
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located approximately 75 miles from Baltimore, a customer can be 
seriously inconvenienced if he is te rminated at the wrong airport .

Our conversational techniques provide tha t we will mention the 
name of the airpo rt in mul tiai rport areas and also reach an under­
standing  with the  customer. Any time we receive a complaint from a 
passenger who claims not to have been aware of the airp ort of in­
tended landing, we have not presented the schedules properly.

Baltimore’s Friendship Inte rnat iona l Airpor t has been considered 
both the Baltimore and the Washington jet airp ort  with limousine 
service to both cities. Now tha t Dulles is in operation , it appears 
tha t some of our people may be under the impression that Dulles too 
is the airpo rt for  Baltimore and Washington.

Remember the following. (1) Friendship Airpor t is the airport 
of service for Baltimore; (2) Dulles is not considered an airport of 
service for Baltimore ; (3) Dulles is approximately 75 miles from 
Baltimore, and; (4) there is no ground t ransportation between Dulles 
and Baltimore, except a long cab ride involving an outlay of $25 to 
$30.

All personnel should be especially careful to explain the facts when 
routing air  travelers to Baltimore and o ther Maryland points. Tha t 
is signed by Joseph A. Clay, system director. United has done the 
same thing. They made these corrections. Tha t is why I am talking 
about  a misunderstanding.

I thou ght tha t Friendsh ip served both Baltimore and Washington 
and Dulles served Washington and Virginia .

Mr. Boyd. There is no question in anybody’s liinid, Mr. Friedel, 
tha t Dulles does no t serve Baltimore. Tha t is one thing we are all 
settled on.

Mr. F riedel. But Friendship  does serve Washington and Balt i­
more.

Mr. Boyd. Yes, sir; but Fr iendship  is the Baltimore  Airport.
Mr. F riedel. It  is called Baltimore  Internationa l Airport.
Mr. Boyd. Friendship is a grea t airport and it is a great airport 

for Baltimore.
Mr. F riedel. There is one more thing  I want to ask you to straighten 

out. I thought when an airline wants to move from one a irport to 
another they file a notice with  you and they have to give a reason. 
Is th at correct or not ?

Mr. Boyd. They file what is called an airport notice, which is a 
rather perfunctory notice, Mr. Friedel, and I am sure tha t it does re ­
quire the statement of a reason.

Mr. F riedel. Let me quote from your regulation :

A ir po rt  A uth oriz atio n

Se cti on  202. 3(a ).  A irpor t Not ice.  I f  th e  hol de r of a cer ti fi ca te  de si re s to  
se rv e re gula rl y  a po in t na m ed  in  su ch  ce rt if ic at e th ro ugh th e use  of  an y a ir p o rt  
no t th en  re gula rl y  used  by su ch  ho ld er , su ch  ho ld er  sh al l file w ith  th e Boa rd  
w ri tt en  no tice  of  i ts  int en tion t o  d o so.

Su ch  no tice  sh al l be filed a t le a s t 30 da ys  pri o r to  in augu ra ti ng  th e use of  
su ch  a ir po rt . Su ch no tic e sh al l be  co ns pi cu ou sly en ti tl ed  “A ir port  No tic e,”  sh al l 
c le arl y  de sc ribe  such  a ir p o rt  and it s  loca tio n,  and sh al l s ta te  th e  re as on s th e  
ho ld er  dee ms th e use of su ch  a ir p o rt  t o  be  des ira bl e.

I have several of those notices here.
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The airlines tha t tran sfer red from Friendship  and applied for cer­
tificates to serve Dulles gave no reasons. The a irlines tha t wanted to 
serve Friendsh ip had to give a reason. Is there some explanation for 
this?

Mr. Boyd. It  would be difficult to generalize there, but I have gone 
throu gh this record pre tty carefully , Mr. Friedel, because I realized 
tha t whatever I did you would know more about it than I do and I 
wanted to be as well prepared  as I could.

I find tha t there was no question in anybody’s mind tha t the airlines 
who moved their operations to Friendship  Airpor t with the advent of 
jet aircra ft did so on a temporary  basis pending the construction of 
Dulles, because at the time th e jets came in Dulles was already under 
construction.

The site had been finally picked and contracts  had been let. There 
had been a series of hear ings on this  matter and, according to  my pe­
rusal of the record, i t was never questioned tha t the purpose was to 
have jet operations in this area pending the completion of Dulles 
because jets could not be used a t the Washington National Airport.

Mr. Williams. I would presume, if the gentleman will yield, tha t 
with the advent of jets there was a mad rush of these airl ines to get 
into Friendship in anticipation of serving Washington.

Mr. Boyd. That is right.
Air. Williams. Before the a irport was built.
Mr. F riedel. I would like to get this one point across. If  you could 

issue a directive that, said Friendship Airp ort serves both Baltimore 
and Washington and tha t Dulles served Washington, I think  that  
would clear a lot of  misunderstanding, and a directive also to the a ir­
lines to mention the distance from Dulles to Baltimore.

Mr. Boyd. We don’t have any authority  to do the latter.
Mr. F riedel. The first one?
Mr. Boyd. The latter . Whether we have the authority  to do the 

first one I  am not sure. I will have to check into that , Mr. Friedel.
Mr. F riedel. If  you do that I think it will clear up the picture 

tremendously.
Mr. Boyd. I will look into that, and see whether  we have the power, 

what  is involved, how long it would take, and whether it is the ju dg­
ment of the Board tha t i t would be a good thing.  I cannot of course 
commit the Board.

Mr. F riedel. I made the statement  there tha t within a 50-mile 
radius of Friendship there is a population of around 4 million people, 
tha t they are all potential airline passengers, and within  the same 
radius around Dulles there is less than h alf or maybe jus t a lit tle over 
one-third. This shows th at Friendship is more conveniently located 
to the passengers for public convenience and necessity.

If  you could find a way to correct that, one thing,  tha t Friendship 
serves both Balt imore and Washington, then I  think th at we could get 
the whole muddle cleared up.

Mr. Williams. Would the  Board have authority  to designate for 
this purpose Fr iendship A irpo rt as Baltimore-Washington and Dulles 
as Washington National-Dulles? Is there precedence for  such a type 
of authority  ?

Air. Boyd. Yes, si r; there is with small airports. I t has never been 
done with major a irpor ts to my knowledge, but in connection with the 
local service operations I  am sure tha t we have done that . Sometimes 
we have permitted three communities to be named. My recollection,
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Mr. Chairman, is that this  is done by the carrier s and tha t the Board 
eithe r approves or disapproves. It  is not that the Board issues a 
regulation and says henceforth  and hereafte r Baltimore will be known 
as Baltimore-Washington.

In  many areas of our jurisdiction under the statu te our jurisdiction 
is of  a negative na ture and we have the power to disapprove, but not 
the power to ini tiate.

Mr. W illiams. In other words, with the  cooperation of the airlines 
in th is respect—this m atte r could be cleared up to a certain extent ?

Mr. Boyd. Yes, sir.
Mr. F riedel. If  you can do what I asked fo r I  th ink i t would clear 

the picture up, because a lot of people feel if  they go to Washington, 
no ma tter where in Washington, they must go to  Dulles.

Mr. Boyd. I think wha t you have done w ith the airlines is going 
to go a long way in th at  direction, Mr. Friedel, and I can assure you 
tha t, as much as I  admire you in your  efforts in this  connection, if we 
can work th is thing out an d i t is a sensible, and reasonable, and lawful 
thing to do, I would just as soon have you off my back.

Mr. Friedel. Thank you very much. Mr. Chairman, I would like 
to have these notices inserted in the record.

Mr. Williams. Without objection they will be inserted in the record.
(The material refe rred  to  follows:)

Transportation Displays, Inc.,
New York,  N.Y., June 27,1963.

Hon. Samitei. N. Friedel,
House of Representatives,
Washinffton, D.C.

Dear Congressman : The  enclosed copy of our reply to Mr. J. J. Tepas rela tes 
in d eta il the findings submitted to th is office regard ing the  omission of F riendship 
Airpo rt service from schedule No. 8 in  the  Chicago combined airl ines timetables.

We wish to commend the prom pt personal action  taken on your  pa rt in thi s 
mat te r and assure  you, effective wi th the Jul y 1 edition, rein sta tem ent  of F rie nd ­
ship service  in the aforementio ned schedule.

Sincerely yours,
F. LeMoyne Page, President.

J une 20, 1963.
Mr. J. J. Tepas,
Olin,
Washinffton, D.C.

Dear Mr. T epas : We were deeply disturbed by the repo rt contained in your  
le tte r of Jun e 17 rega rdin g the  omission of nonstop Fri endsh ip Airport service 
in table  8 of the Chicago timetable.

Pr ior to January 1, 1963, specific reference was made to Friendship Airp ort 
within  the  schedule itsel f. Commencing with the  Janu ary 1 edition, these  
flights were omitted in er ro r on the corrected proofsheets received from the  
airl ines. Unfortunate ly, month-to-month carryove r errors of this na tur e are  
the harde st to control. Na turally, Friendship service  shou ld and  will be rein­
sta ted  in the  forthcoming  Ju ly  edition. As a poin t of information, the  “F ” 
des ignator  for  Friendship ha s alwa ys been included in the  Chicago timetable  
und er “Explanation  of Referen ces” (note  complete set of curre nt timetables 
enclosed).

In  the  Boston and  New York  tables , Balt imore and Washing ton are  tre ate d 
as two sep ara te lis tings:  Fri end ship Airport  (B al tim ore) ; Nationa l, Dulles  
(Washing ton Airpo rt) , and  ar e listed under “Explan ation of References.”

We wish to take thi s opp ortunity  to thank you for brin ging this ma tte r to 
our att ent ion  since we at  TD I are proud of our  relatio nsh ip with  the  air line 
ind ust ry and the ever -expanding network of modern domestic ai r term .nals 
coast to coast.

Sincerely  yours,
F. LeMoyne Page, President.
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[Contac t, p. 6, United  Air Lines, June  14, 1963]
More Advertising Awards

Recently United  Air Lines received awards for out standing adverti sing  from 
the Chicago Federated Adverti sing  Club. The CFAC prese nts Hermes Troph ies, 
“Osca rs” of advertising , for the  best adverti sing produced in various catego ries. 
United received top  honors fo r the fol lowing:

1. “Extr a Care” newspaper campaign.
2. Small space n ewspaper campaign, F lorida advertising .
3. Museum of Science and Ind ust ry exhibit, Chicago.

We also received an honorable  mention aw ard  for  ca r cards promoting je ts  
to Califo rnia.

F rie nd ship Versus  Dulles

Balt imore’s Friend ship Intern ational Airport has  been considered both the  
Balt imore and the  Washington  je t air po rt with  limousine  service to both cities . 
Now that  Dulles is in operation , it  appears  that  some of our  people may be 
und er the impression th at  Dulles too is the  airpo rt for  Balt imore and Washing­
ton. This has led to a num ber  of complaints from Baltim ore-destined passengers  
arr iving Dulles and  expecting  a short cab jaun t to Baltimore. The fac ts ar e:

1. Dulles is not  cons idered an  ai rport of service  for Balt imore,
2. Dulles is approx ima tely  75 miles from Baltimore , and
3. There is no ground  transp ortation between  Dulles and Baltimore , 

except a long cab ri de involving an ou tlay of $25 to $30.
All personnel should  be especia lly care ful to explain  the  fac ts when rou ting 

ai r trav elers to Ba ltim ore and other Maryland points.

[American Airlines Bulletin, No. 254-63, Manager, Passenger Services, Washington, D.C.] 

May 22, 1963.
T o: Passenger service  management.
From : Passenger se rvices  departm ent.
Su bjec t: Baltimore passengers  t erm inating  a t Dulles.

Complaints have  been received from passengers  who expected to arr ive  in 
Balt imore but  whose flights have term inated  at Dulles Inte rna tional  Airport. 
Since Dulles is located app roxima tely  70 miles from Baltimore , a customer can  
be ser iously  inconvenienced i f he is termin ated a t the  wrong airp ort.

Our conversat ional  tech niques provide th at  we will mention the name of the  
airpo rt in m ulti airpor t area s and  a lso reach an und ers tanding w ith the  customer. 
Anytime we receive a complaint from a passenger who claims not to have been 
aware  of the  air po rt of intended landing, we have not presented the schedules 
proper ly.

To prevent fu rth er  misu nderstanding, you should immediate ly review PSM— 
Res. & T.O. edition, section 20-10 wi th all personnel who have occasion to d iscuss  
schedules with ou r cus tomers.

E. K. Rhatigan,
Director, Ground Passenger Service.

Distribution l is t: 816.

[Interoffice correspondence]

American Airl ine s,
Apri l 2-i, 1968.

To: Managers , passenge r sa les : LAX. SFO, SAN, PHX, TUS, ELP, TUL, OKC, 
DAL. ACF, SAN, MEX. CHI. NYC, BOS, PHL.

From : Manager, pa ssenger sales  DCAS.
Enclosed is a supply of two maps which you may find helpful as reference 

materia l.
The first one shows the Baltim ore-W ashington are a, and the location of 

Friendsh ip, Dulles, and W ashington National Airports.
The second shows det ail s of Washington with  the  rou tes  to Dulles from both 

downtown Washington an d the  principa l suburban areas as well. Inciden tally, 
the  downtown airl ines  terminal is also the  sta rting  point from Washington to 
Frie ndship  Airport.
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At presen t there is no throug h ground transp ort ation  from Dulles to Ba lti ­
more in eith er direction, consequently all passengers  desi ring  Balt imore are  best 
served through Friendship —even if it means a connection with several hours  
layover a t th e connection po int.

Passeng ers arr iving a t Dulles desir ing Balt imore have  a $2.50, 45-minute 
motor coach ride into  Washing ton,  a cab to either  the  rai lro ad  or bus stat ion,  
and then  another 45-minute or  an  hour ride  to Baltimore.

There  is. however, an hou rly $3, 45-minute limousine service Dulles-Washing­
ton Nat ional Airpor t. Again, th is  does not benefit passenge rs desiring  Baltimore 
unles s ther e is jus t no o ther  way to ge t there .

We will be glad to send you addit ion al maps if you so desire.
H erbert D. Ford.

Mr. F riedel. Thank you, Mr. Boyd.
Mr. Williams. Mr. Devine.
Mr. Devine. Mr. Chairm an, since we antic ipate  a quorum call 

shortly  I will defer to my colleague, Air. Macdonald, who I am sure 
has some questions.

Air. AVilliams. I recognize Air. Macdonald to go as far as he 
can go.

Air. AIacdonald. Air. Chairman, I was wondering, if the bells in­
ter rupt  the questioning, would it he possible to have Mr. Boyd return 
for some questioning on m atte rs dealing with the CAB?

Air. AVilliams. Air. Boyd, the committee cannot sit this afternoon 
due to the fact that there is a b ill on the floor, a monstrous bill on the 
floor, on the international AVPA operations that will require our pres­
ence on the floor and under  the rules of the House we can’t meet while 
the bill is under consideration for amendment. AA7ould it be con­
venient for you to come back in the morning to continue this?

Air. Boyd. Air. Chairman, I am planning to leave town immedi­
ately aft er lunch, and it is not something tha t I just dreamed up.

Air. AATlliams. W hat would be the first day tha t you could return  ?
Air. Boyd. Alonday morning.
Air. Williams. Alonday morning?
Air. Boyd. Yes, sir.
Air. AVilliams. Air. Boyd, will you be available next week?
Air. Boyd. Yes, sir.
Air. Williams. The committee has a problem. As you know, the 

railroad strike is threatened on August 29 and we have this  emergency 
situat ion before the  Commerce Committee, the parent  committee, but 
I was wondering if we could set this meeting possibly for Tuesday 
morning, bearing the contingency of the railroad s trike situation hav­
ing to preempt it?

Air. Boyd. Yes, sir. I will be here at  the call o f the committee.

STATEMENT OF HON. ANCHER NELSEN, A REPRESENTATIATE IN 
CONGRESS FROM THE STATE OF MINNESOTA

Air. Nelsen. Air. Chairman, before we leave I have a prepared 
statement. I wonder if I could submit it for the record and give a 
copy to Air. Boyd, which would give him a chance to supply informa­
tion tha t I would like to have, and, Air. Chairman, if I may continue, 
I attended the hearing in the caucus room in the House relat ive to the 
new proposed subsidy p rogram for the feeder airlines  and as a con­
sequence of the present policy some of our smaller areas are now being 
denied service in my State.
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However, I understand tha t under the new policy very probably 
this service will be restored and the gap in between, however, leaves a 
problem. This statement relates to it, Mr. Chairman, if I may submit 
it for th e record. Also I have nine questions, Mr. Boyd, relative to the 
Minnesota situation which are for information purposes and I  will give 
you a copy of the statement and the questions if you would be kind 
enough to have the information for me when you retu rn ?

Mr. Boyd. Yes, sir; I would be delighted.
Mr. W illiams. Let it be included in the record.
Mr. Macdonald. May I ask a question? In the event tha t the rail ­

road strike  develops, which I  hope it doesn’t, and this ra ilroad legisla­
tion makes i t necessary tha t we meet on Tuesday, could we have some 
arrangement  whereby we could be assured of Mr. Boyd’s presence 
sometime later during tha t week ?

Mr. W illiams. Of course, Mr. Boyd would have to answer that ques­
tion. I couldn’t answer that.

Mr. Macdonald. I was asking Mr. Boyd through you.
Mr. Williams. Let me say this: I am leaving for Mississippi to­

morrow afternoon for the  Tuesday prim ary down there. I am not go­
ing to be here next week and this  will have to be arranged through Mr. 
Friede l and the o ther members of the committee. I feel Mr. Friedel 
will be very happy to accommodate you, insofar as he can.

Mr. Macdonald. I was just  wondering what Mr. Boyd's schedule 
was. Wednesday would be impossible, I know, but say Thursday.

Mr. Boyd. Yes, sir. So far  as I know, Mr. Chairman, I will be in 
town all next week and, with one or  two minor time exceptions, would 
be happy to meet with the  committee a t any time.

Air. Macdonald. Thank you.
Mr. W illiams. We will keep in touch with you, Mr. Boyd. Thank  

you veiy much.
Mr. B oyd. Thank you, Mr. Chairman.
Mr. W illiams. The committee will adjourn until Tuesday morning 

at which time we hope to be able to continue.
(The  material mentioned follows:)

Statement by Hon. A ncheb Nelsen, a Representative in  Congress F rom the 
State  of Minnesota

The Civil A eronau tics Board  has proposed a new program of subsidies for local 
service airli nes,  designed, it  says, to continue air line service to small- and inter­
mediate-sized communities and, a t the  same time, to reduce the total  costs of sub­
sidies fo r such service. Its  purpose is ce rtainly laudable.

However, on the eve of the  publ icat ion of its  new program, the  CAB has re­
duced var ious local service air lin e subsidies , including that  of the  N orth Central 
Airl ines  which serves the Midwest including t hree imp ortant  c ities  in the second 
dis tri ct of Minnesota—Mankato, Fai rmo nt, and Wor thing ton. Result of this 
action has  been the announcement  by N orth  Cent ral tha t, effective September 3, 
it will reduce its present schedule  for  two round tri ps  a day  to a single round 
tri p—a reduct ion which is going to be extrem ely detrimental to these  communi­
ties and to the  areas  and  businesses they serve.

The  question arises in my mind as  to the apparen t difference between the sub­
sidy reduction  policies which hav e been institu ted  by the  Board in the pas t 
year a s compared to the  subsidy policy projected by the Board  in its recent repo rt 
to the  Pres iden t. Wha t the  CAB proposes in its report is th at  a reduction in 
total subsidies be effected by reducing subsidy payments on those  flights where 
the air lin e opera tes more than  seven round trip flights per day. In  spite of this 
policy of concentra ting on subsidy reduc tions, the CAB does declare that  “Our 
policy will also be to requ ire and  subsid ize a minimum of two daily round trips 
a t practic ally every inte rmediate  point.” Cer tain ly two daily flights are  a
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necessity unless the  communities completely fai l to  comply with the use-it-or-lose- 
it rule. And while fo r short periods some of these communities may have fallen 
short of the requirement, it seems clear tha t over the long pull these communi­
ties have earned the righ t to the kind of service they have had.

If it is the intention of the CAB to support the maintenance of two round 
trips daily to intermediate points on the feeder ai rline  systems and if  the subsidy 
policy is seen as being justified in the future,  then it would seem to me that  a 
present policy of the Board which results in reduction in service to one daily 
round trip would be subject to question. I realize tha t the CAB, in carrying  out  
the subsidy policies as  set forth by the Congress, also must operate with funds 
appropriated by the Congress. In this respect, I realize tha t the CAB budget 
request for subsidy funds  was reduced for the 15)63 fiscal year. I would like to 
emphasize, however, that Congressman Thomas, our colleague from Texas, who 
is chairman of the House Appropriations Subcommittee which handles appro­
priations for CAB, gave assurance last year on the floor of the House of Repre ­
sentatives tha t it was not intended tha t any reduction in CAB funds would 
affect service on feeder airline  operations. On July  30 of last year, Chairm an 
Thomas stated, “All we are attempting to do is to get you better service and, 
at the same time, get it at the lowest possible cost. As a matte r of fact, wha t­
ever the costs are, they will be a debt and it is going to have to be paid. This 
debt will not occur for a number of months in its entire ty.” Mr. Thomas later 
agreed with the observation made by the distinguished chairman of the sub­
committee when he suggested that, if the appropriated amount should prove to 
be insufficient, the mat ter might be fur ther considered by the Appropr iations 
Committee.

This colloquy on the floor of the  House l ast year would seem to me to indicate 
that  it was not intended that  the  Civil Aeronautics Board should reduce subsidy 
payments to the feeder airlines so as to result in a reduction in service because 
of any reduction in appropria tions for subsidies. Comments made by the sub­
committee chairman seem to indicate that  a supplemental request for thi s purpose 
would be given sympathet ic consideration.

It is my request tha t this Subcommittee on Transportation  and Aeronautics 
of the House Commitee on Intersta te and Foreign Commerce conduct a thorough 
investigation into situat ions presently affecting local airline service to many 
cities throughout  the country and take whatever steps are indicated to assure  
continuance of this v ital service.

SUGGESTED QU ESTIO NS  TO BE ASKED OF TH E CIV IL AERONA UTICS BOARD AT HEA RI NG S 
ON AUG UST 22, 1963

1. What prompted the Board’s action in effecting reductions in subsidy pay­
ments which resu lted from the adoption of class rate II, effective January  1, 1963?

2. In your report to the President you make reference to the load factor 
requirement being increased from 46 percent, effective January 1 of this year, 
to almost 47 percent, effective Ju ly 1 of this year. What occasioned this change 
effective July 1,1963?

3. What is the total reduction in subsidies to the 13 feeder air lines which has 
been brought about by the standards placed in effect in this calendar year?

4. What is the ra te of return  on investment for North Central Airlines upon 
which its subsidy accruals have been calculated?

5. What reduction  in subsidy accruals can North Central Airlines ant icipate 
for the 1963 calendar year? For the first quarter  of calendar 1963? For  the 
first half  of calendar 1963?

6. What was your budget request for subsidy payments to the feeder airl ines 
as submitted to the Appropriations Subcommittee for  fiscal 15)64? How did this  
amount compare with  your agency request submitted to the Bureau of the Budget 
for fiscal 1964?

7. How will the reduction in service on the Minneapolis-Huron segment as 
announced by North Central Airlines affect the subsidy payable to North Cent ral 
Airlines? Will this  reduction in service on this segment affect the mail service 
pay to North Central Airlines?

8. Do you now have any cases pending before the Board involving North 
Central Airlines service to any points on its system?

9. Would the decision in this case affect the subsidy status in North Central 
Airlines?
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Civil Aeronautics Board, 
Washington, D.C., A ugust 27,1963.

Hon . J ohn Bell W ill iam s,
Chairman, Subcommittee  on Transporta tion  and Aeronautics of the  House Com­

mi ttee on Intersta te and Fore ign Commerce, House of Representa tives , 
Wash ington , D.C.

Dear Mr. Williams  : At the  hearing  before your  subcom mittee  on August 22,
1963, the Board  was requested to furni sh answ ers to c erta in questions submit ted 
by Congressman Ancher Nelsen regarding the Board subsidy program. Our 
responses to these ques tions are  enclosed herewith .

Sincerely yours,
Alan S. Boyd, Chairman.

Question 1
“W hat  prompted the  Board’s action in effecting reduction s in subsidy pay­

men ts which resul ted from the  adoption of class  ra te  II , effective  Jan uary 1, 
1963?”
Answer to question  1

The reasons underlying  the Bo ard ’s decision to effect a redu ction in subsidy 
paymen ts to the local service ca rr ie rs  and the estim ated amount of such reduc­
tion  ar e detai led in the Board’s forma l orders establish ing the  revised class 
subsidy ra te  fo r these carr ier s as  of January  1, 1963. (Orders  E-19118, E-19340, 
and E—19404: Dec. 20, 1962, Mar. 1, 1963, and Mar. 22, 1963, copies of which are  
being suppl ied for  the record.)

It  should  be noted tha t for  t he  13 ca rriers  as a whole, t here was no reduction 
for  the  6-month period Janu ary 1 to Jun e 30, 1963. The redu ction did not take 
effect until  J uly  1, 11X53.

The Board’s orders had two basic purp oses : (1) to correct  problems for both 
the  Board and the  industry which  had  arisen under the class subsidy rate in 
effect in c alen dar  yea r 1961 and 1962 (see o rder E-19118, p. 1 ; and order E-19340, 
pp. 1, 5. 6, and 14) ; and (2) to tak e into  account the ant icipat ed improvements 
in the  car rie rs’ opera tions which were  estimated to reduce their need for subsidy 
suppor t to a level which would meet the  standard s for subsidy payments set 
for th in section 406 of the  act and  at  the  same time be “cons istent with  the 
Pre sid ent’s tran spo rta tion message to Congress of April 5, 1962, in which he 
makes it clea r that  he considers  a  fu ture  reduction in ai rline  subsidy  imperative . 
It  is also  consis tent with  our  understanding of the intention of Congress, as 
reg ard s subsidy levels .” (Or der  E-19118, p. 2.) The Boa rd’s o rders do not con­
tem pla te a reduct ion in service  to the relat ively  smal ler communities  served by 
the  local carrier s. This  was made clea r by the  Board in its order E-19404 of 
March 22, 1963, which disposed of a petition by the  Sta te of Cali fornia in which 
th at  Sta te objected to possible diminut ion in its exist ing ai r services as a result 
of the revised class ra te. In th at  o rde r the Board stated :

“Although the revised class  ra te  provides for  a reduc tion in the  annua l level 
of subsidy as of J uly  1. 1963, th is reduc tion is not predicated upon a decrease of 
serv ice to the relat ively  sma ller  communities and such a diminution of service 
is not at  issue in this case. At page 10 of the Stateme nt of P rovis ional Findings 
and  Conclusions the Board sets  for th several fac tors which it anti cipa tes will 
enab le the  carriers  to provide necessary services with in the  framework of the 
reduced subsidy level. Fou r of the five fac tors  listed  do n ot rel ate  to volume of 
service. Only one fac tor  p ert ain s to suspension and deletion of sendee, and that  
refle cts the  Board’s ant icipat ion  th at  operating  costs and  subsidy need will 
decline as the resu lt of the  con tinu ing implem entation of ou r “use-it-or-lose-it” 
policy. However, thi s policy long anteda tes the  class subs idy ra te  for local 
serv ice car rie rs and is cont rolled by self-contained princ iples  estab lished at  the 
time  of i ts inception, no t by the provisions of the class r ate .”

The Board is not aware  of the specific reasons for  the decision  by the manage­
men t of North Central to redu ce services  effective September  3, 1963, on its 
Minneapolis-Huron segment  from  two daily  DC-3 round tri ps  to one round trip  
per  day. Various valid  reas ons  might obtain  for  such a managerial  decision, 
including among other fac tors the traffic response to the two round trip s during 
the period that  they were provided. In this  connection it is the  Board’s under ­
standing  that  the average num ber  of passengers boarded at  Mankato, Fairmon t, 
and Worthington  during the  ye ar  ended Jun e 30. 1963. in no case was as great 
as five p er day. The class ra te  w as devised in large pa rt to leave  with manage­
ment grea ter  f lexibility as to how to conduct its opera tions. It  is possible under  
the clas s ra te  tha t a given man agemen t might  seek to maximize profits by red uc­
ing serv ices to the weaker traffic  poin ts and increasing serv ices to those  com-
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m un it ie s th a t pr od uc e su b sta n ti a ll y  g re a te r vo lumes  of  pa ss en ge rs  an d 
co mm ercial  reve nu es . The  B oar d  do es  no t in te nd  th a t th e  c la ss  ra te  sh al l be 
uti lize d to  perm it  c a rr ie rs  to  m ax im iz e pr of its  b y dr op pi ng  ne ed ed  se rv ices  a t th e 
sm al le r st a ti ons an d in cr ea si ng  opera ti ons a t th e  la rg er s ta ti o n s ; and th e Boa rd  
an d it s st aff  a re  cu rr en tl y  w or ki ng on  a fu rt h e r re vi sion  to  th e  cl as s ra te  wh ich  
wou ld ef fe ct iv ely ne ga te  any in ce ntive on  th e p a rt  of  th e ca rr ie rs  to  do so. 

Que sti on  2
“I n  your  re port  to  th e P re si den t yo u mak e re fe re nc e to th e load  fa c to r re qu ir e­

men t be ing in cr ea se d fro m 46 per ce nt , ef fecti ve  Ja n u a ry  1 of  th is  yea r,  to  almos t 
47 pe rc en t, ef fecti ve  Ju ly  1 of  th is  year.  W ha t oc ca sio ne d th is  ch an ge  eff ective 
Ju ly  1, 196 3?”
Answ er  to qu es tio n 2

In  th e B oard ’s re po rt  to th e P re si den t re fe re nc e w as  mad e by w ay  of  e xa mple 
to  an  in cr ea se d load  fa ct or re qu ir em ent from  46 pe rc en t ef fe ct iv e Jan u a ry  1, 
1963, to  about 47 p er ce nt , e ffe cti ve  J u ly  1, 1963.

In  it s find ings  iss ue d in  co nju nct io n w ith th e es ta bli sh m en t o f cl as s ra te  II , 
th e Boa rd  in di ca te d th a t it  an ti c ip a te d  a re ve rs al  in  th e  upw ar d tr en d of  
su bs idy re quir em en ts  duri ng ca le ndar year 1963 fo r a nu m be r of  reas on s.  Th e 
Boa rd  li st ed  se ve ra l contr ib uting  fa c to rs  to w ar d th is  re su lt , in cl ud in g fa ct or s 
which  wou ld  plac e th e ca rr ie rs  in  a  po si tio n to  ac hi ev e h ig her load  fa ct or s.  
The  B oa rd  po in te d to  th e fa c t th a t th e  ca rr ie rs  ha d ga in ed  ex jie rie nc e in 
oper at in g  mod ern eq ui pm en t an d th a t ac co rd in gly bo th  th e  econom y of  the 
oper at io ns  and  loa d fa ct ors  ex pe rien ce d w ith  th is  eq ui pm en t sh ou ld  in cr ea se  in 
th e near fu tu re . Th e B oa rd  al so  re fe rr ed  to  th e co nt in ua nc e of it s pr og ra m 
fo r th e re duc tion  of  su bs idy th ro ugh  more eco nomic ro u te  aw ard s an d o th er  
ce rt if ic at e proc ee ding s, an d to  it s use- it- or -lo se -it  pr og ra m. The  im pl em en ta tion  
of  th es e la tt e r  pr og rams, by st re ng th en in g  th e ca rr ie rs ’ ro ute  sy stem s,  wo uld  
co ntr ib u te  to  h ig he r a tt a in ab le  lo ad  f ac to rs .
Que sti on  3

“W hat  is  th e  to ta l re du ct io n in  su bs id ie s to  th e 13 fe ed er  a ir li nes wh ich  ha s 
bee n bro ug ht  abou t by th e st an d a rd s  plac ed  in  ef fect in th is  ca le ndar year? ” 

A nsw er  to  qu es tion  3
Th e re vi se d cl as s su bs idy ra te  ef fe ct iv e Jan u a ry  1, 1963, has  pr od uc ed  su bs idy 

pa ym en ts  fo r th e fi rs t 6 m on th s of  1963 a t an  an ti c ip ate d  gr os s an nu al iz ed  
lev el of  ap pro xi m at el y $69.5 mill ion.  ( “Gross” in  th e  sens e th a t ea ch  ca rr ie r’s 
pa ym en t is  su bje ct  to  th e cu st om ar y pro fi ts ha ring an d ea rn in gs -d ef ic ienc y car ry  
fo rw ard  pr ov is io ns  of  th e ra te  fo rm ula .)  Thi s lev el ap pro xim at es  th e e st im ated  
gr os s pay m en ts  un der  th e pri or cl as s ra te  fo rm ul a fo r th e  la s t 6 m on th s of  1962 
an nu al iz ed . In  ot her  wo rds, th e  gro ss  su bs idy pa ym en ts  to  th e  13 loca l se rv ice  
ca rr ie rs  fo r th e  fi rs t 6 m on th s of  1963 a re  su bst an ti a ll y  th e  sa m e as thos e fo r 
th e la s t 6 m on th s of  1962. Beg in ni ng  Ju ly  1, 1963, th e  revi se d cl as s ra te  is 
es tim at ed  to  pr od uc e gros s su bs id y of  $67.5 mill ion an nual ly  or  ap pr ox im at el y 
$2 m ill ion le ss  th an  th e gr os s pay m en t fo r th e fiscal  year en di ng  Ju ne  30, lt)63. 
According ly , w hi le  th e to ta l re duct io n  an ti ci pat ed  fo r fiscal y ear 1964 is  $2 
mill ion,  ca le ndar yea r 1963 re flec ts  a  re du ct io n of  $300,000 as co m pa re d w ith  
cale ndar  y ear 1962.
Que sti on  4

“W hat  is  th e  ra te  of  re tu rn  on  in ves tm en t fo r N orth  C en tr al  A ir line s upon  
which  i ts  s ub si dy  a cc ru al s ha ve  been cal cula te d?”
A nsw er  to  qu es tion  4

Und er  th e  cu rr en t cl as s ra te , N ort h  C en tral  has  th e opp ort unity,  as  do  al l 
th e  o th er lo ca l se rv ice carr ie rs , to  e a rn  a  ra te  of  re tu rn  ba se d on 5 ^  pe rc en t on 
deb t and 21.35 pe rc en t on  eq ui ty , o r an  ov eral l ra te  of  re tu rn  on in ve stm en t 
of  ap pro xim at el y  10 pe rc en t a ft e r ta xes.  On th is  ba sis, fo r th e  ca le ndar yea r 
1962. N or th  C en tr al 's  es tim at ed  al lo w ab le  ra te  of  re tu rn  w as  10.77 pe rc en t. In  
fa ct , ho wev er , th e  ca rr ie r re po rt ed  a net op er at in g pr of it (a f te r  ta xes bu t be fo re  
in te re st ) of  14.48 pe rc en t be fo re  pro fi t sh ar in g,  an d 12.62 per ce nt a ft e r prof it 
sh ari ng  w ith  th e  su bs idy pay m en ts  under th e  cl as s ra te  th en  in  effect. 
Que sti on  5

“W ha t re du ct io n in su bs idy accru als  ca n Nor th  C en tr al  A ir lines  an ti c ip ate  
fo r th e  1963 ca le ndar yea r?  F o r th e  fi rs t quart e r of  ca le ndar 1963? F or th e 
fi rs t ha lf  o f ca le ndar 1963?”

40-6 62—G5-------4
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A ns w er  to  qu es tion  5
Th e to ta l su bs id y pa ym en t est im ate d  fo r Nor th  C en tr al  A ir line s fo r ca le nd ar  

yea r 1963 is  $7,957,840. For  th e  fi rs t q u a rt e r of  ca le ndar 1963 th e  ca rr ie r re ­
ce ive d su bsi dy of  $1,932,486, an d fo r th e  fi rs t ha lf  of  ca le ndar  1963 it  rec eive d 
$3,956,827. The  re du ct io ns  in  1963, a s  co mpa re d w ith 1962, a re  as fo ll ow s: Full  
year $568,77 1; fi rs t 6  m on ths, $289,810; fi rs t quart er,  $113,303.
Que st io n 6

“W hat w as  your  bu dg et  re qu es t fo r su bs id y pa ym en ts  to  th e fe ed er  ai rl in es  
as su bm it te d  to  th e A pp ro pr ia tio ns  Su bc om m itt ee  fo r fis cal 1964? Ho w did th is  
am ou nt  co m pa re  w ith yo ur  a ge nc y re quest  s ub m it te d to  t he  B ure au  of th e  B ud ge t 
fo r fis ca l 196 4?”
A nsw er  to qu es tion  6

The  B oa rd , in  it s bu dg et  est im ate s fo r th e fiscal year 1964, as su bm itt ed  
to  th e  Con gres s,  re qu es ted an  ap pro pri a ti on  fo r th e pa ym en t of  su bs id ie s to a ir  
ca rr ie rs  du ri ng  th e fisc al yea r 1964 in  th e  to ta l am ou nt  of  $83,775,000.  Of th is  
am ou nt , $67,604,000 w as  iden tif ied w ith  th e  13 lo ca l se rv ice carr ie rs . Th e above 
am ou nt s a re  $290,000 les s th an  th e est im ate s which  th e B oa rd  had  su bm itt ed  
to  th e B ure au  of th e  Bud ge t and re fl ec t tim in g ad us tm en ts  in  th e  pa ym en ts  
est im at es  su bs eq ue nt  to  th e tim e he  est im ate s were co ns truc te d in  A ug us t 1962. 
How ev er , n o ch an ge  w as  m ad e i n th e  s ubsi dy a cc ru al e st im at es .
Que sti on  7

“H ow  w il l th e  re du ct io n in  se rv ic e on  th e  M in ne ap ol is -H uron  se gm en t, as  an ­
no un ce d by N or th  C en tral  Airl ines , af fe ct  th e  su bs idy pa ya bl e to  N orth Cen tral  
A ir line s?  W il l th is  redu ct io n in se rv ic e on  th is  se gm en t af fe ct  th e  m ai l se rv ­
ice  p ay  t o  N orth  C en tr al  A ir line s? ”
Ans w er  to qu es tion  7

Sc he du les filed  by Nor th  C en tral  A ir lines  on A ug us t 12, 1963, in dic at e th at,  
alon g w ith  th e re du ct io n from  tw o ro und tr ip s to one ro un d tr ip  on th e M inne ap o­
lis-H ur on  segm en t, su bst an ti a l add it io nal sche du lin g ch an ge s a re  be ing mad e 
ov er  th e  c a rr ie r ’s syste m,  ef fecti ve  Sep te m be r 3, 1963. The  co m pu ta tion of  su b­
sid y unde r th e  cl as s ra te  fo rm ul a is  ba se d on system  op er at io ns and is resp on ­
siv e to, am on g o th er fa ct or s,  ch an ge s in  eq ui pm en t type , as  well  a s  th e nu mbe r 
of  sc he du le s op er at ed . Assum ing th a t th e  on ly ch an ge  th e c a rr ie r ha d mad e 
was  th a t in vo lv ing M in ne ap ol is -H ur on , th e  su bs idy pa ym en t wou ld  in cr ea se  by 
$25,185 annual ly . W hile  it  wo uld ap p ear th a t th e  su bs idy pa yab le  sh ou ld  de­
crea se , be ca us e of  th e  mec ha nics  o f th e  fo rm ul a,  sche du lin g ch an ge s of  th is  
n a tu re  ca n pr od uc e rand om  fl uc tu at io ns . Th e B oa rd  an d it s st a ff  a re  cu rr en t­
ly p la nn in g fu r th e r revi sion s to  th e  c la ss  ra te  which  w ill  corr ect th is  si tu a ­
tio n.

The  ef fect  of  th e  re du ct io n of  se rv ic es  on  th e M in ne ap ol is -H ur on  segm en ts 
co mb ined  w ith  th e ot her  s ch ed ul in g ch an ge s co uld no t be co mpu ted in  th e  lim ite d 
tim e av ai la bl e.  Ho we ver, ba se d on th e  cu rr en t fo re ca st  of su bs id y pa ym en ts  
ju s t re ce ived  fr om  N or th  C en tr al  A ir line s,  th e ca rr ie r an ti c ip ate s rece iv ing ap ­
pro xi m at el y $7,989 ,000 of  su bs idy fo r th e  cale ndar  year 1964 ba se d on it s es ti ­
m at es  of  th e  sche du les an d eq ui pm en t it  w ill  op er at e.  Thi s co m pa re s w ith ou r 
est im at e of  $7 ,957,840 f or t he ca le ndar y ear 1963.

N orth C en tr al  rece ived  se rv ice m ai l pay  to ta li ng  $467,772 fo r th e  year en de d 
Ju ne 30, 1963. W hi le  th e Boa rd  do es  no t ha ve  da ta  as  to  th e vo lum e of ma il 
car ri ed  by  N orth  Cen tral  to an d fr om  Fai rm on t,  M an ka to , an d W or th in gt on , 
ba se d on d a ta  prov ided  in fo rm al ly  by  th e  Post  Office D ep art m ent as  re ga rd s 
th es e ci ti es  it  ap pea rs  th a t th e vo lume of  m ai l re la te d  to  su ch  c it ie s is  b u t a 
sm al l fr ac ti on  of  th e  to ta l mai l tr an sp o rt ed  by  th e  carr ie r.  A ssum ing th a t 
th e  e lim in at io n of  th e one ro un d tr ip  wou ld re su lt  in a re duct io n of  th e ma il 
to  be  carr ie d  by  N or th  C en tral  nev er th el es s it  is est im at ed  th a t th e  am oun t of 
se rv ice m ai l pa y re du ct io n wou ld  be m in im al .
Qu estio n 8

“Do yo u no w ha ve  an y ca se s pe ndin g be fo re  th e B oa rd  in vo lv in g N orth Cen ­
tr a l A ir line s se rv ice to  an y poin ts  on  it s  sy st em ?”
Qu estio n 9

“W ou ld th e  de cis ion in  th is  ca se  ef fe ct  th e su bs idy s ta tu s in  N ort h  C en tral  
A ir line s? ”
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Answers to questions 8 and 9
As  of Jul y 31, 1963, the  following  eases are ac tiv e:

I.  Enforcem ent  Proceeding, Docke t 14388
(City  of Winona)

The  legal issue as to wh at constitutes  two daily round trips a t a poin t is 
being tried. The subsidy implica tions are  unknown since this is a legal 
problem.

II . North Central Area Air line s Service  Airp ort Invest iga tion, Docket 131)3

This case involves the  conso lidat ion of services of adjacent  points. The 
following complexes are  inv olv ed:

(1) Ashland-Ironwood.
(2) La Crosse-Winona.
,(3) Appleton-Oshkosh.
(4) Clintonvi lle-Green Bay.
(5) Clintonville-Appleton.
(6) Clintonville-Oslikosh.
(7) Rhinelander-Land  O’Lakes.
(8) Wausau-Stevens  Point/W isco nsin Rapids.
(9) Marshfie ld-Stevens  Poin t/Wisconsin  Rapids.

(10) Wausau-Marshf ield.
(11) Wausau-Marshfield-Stevens  Poin t/Wisconsin  Rapids.

Wi th respect to subsidy, the  ac tua l subsidy amount is unknown since decision 
is quite  a way in the  future . However, it is estimated th at  the  carri er’s sub­
sidy need may be reduced  by approximate ly $250,006 annual ly, but that  the 
ca rr ie r’s subsidy payments could be reduced by as much as $600,000 (based on 
the  cu rre nt  class ra te ).  This figure as you know would be subject to change  
depending upon a number of conditions.

Michigan Points “Use I t or Lose It" Case, Docket 1)668

The  question of whe ther  Pon tiac , Po rt Huron, and  Cad illac/Reed  City should 
be renew ed because of fa ilu re  to meet “use it or lose it” traffic standa rds  is in 
issue. If  the  points were  dele ted, the  subsidy of Nor th Centra l would be 
reduced.

North Centra l “Use I t or Lose It " Case, Docket 1)331 

(Reg ina,  Canada)

Nor th Cen tral  is presently suspended at  Regina,  and the  issue is whe ther  
the  ca rr ie r’s autho rity  should be term inate d. No subsidy is involved.

Michigan Points Area  Air line Service Airp orts  Inv estigat ion , Docket 1)288

This case  has been set  for  hearing  in December 1963 and  involves the  pos­
sible consolidation  of individ ual  ai r services a t a single point. The following 
complexes are  invo lved :

(1) Jackson-Lansing.
(2) Battle  Creek-Kalamazoo.
(3) Grand Rapids-Muskegon.
(4) South Bend-Benton Harbor .
(5) Jackson -Battle Creek.
(6) Flint-Sag inaw/B ay City.

The amount  of subsidy reduct ion  involved in thi s case  is unknown a t the 
presen t time.
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O rd er  No . D-1 911 8

U n it er  Sta te s of  A m er ic a , C iv il  Aer onau ti cs  Board 

W ASH IN GTON, D.C.

Ado pted  by  th e  Civ il A er on au tics  B oar d a t it s office in  W as hi ng to n,  D.C., on 
th e 20 th day  of Decem ber, 1902 

Doc ke t 14080

In the Matter  of the Investigation of the Local Service Class Subsidy Rate

Order R eo pe ning  R ate

Thi s in ves tiga tion  was  in st it u te d  by O rd er E-1 8911,  Octo be r 12, 1962, fo r th e 
pu rp os e of  de te rm in in g w he th er  th e lo ca l se rv ice cl as s su bs idy ra te  es ta bl ishe d 
in  Do ck et 12004  sh ou ld  be revised, mo dif ied , or am en de d in th e fu tu re  an d,  if  so, 
to  de te rm in e w hat revisio ns , mod ifi ca tio ns , or am en dm en ts  ma y be re qu ir ed  to  
se rv e as  a ba si s fo r a fa ir  an d re as ona ble  cl as s ra te  to  be es ta bli sh ed  by th e 
B oa rd  fo r fu tu re  o pe ra tio ns . Sin ce th e  in st it u ti on  of  th e pr oc ee ding  th e B oar d’s 
st af f an d re pre se n ta ti ves of th e  13 loc al se rv ic e ca rr ie rs  ha ve  e ng ag ed  in  in fo rm al  
co nferen ce s, p u rs uan t to Rules  311 -32 1 of th e B oa rd ’s Ru les of P ra cti ce , w ith  
th e ob ject ive of re so lv ing th e is su es  po se d by Ord er  E-1 891 1.

Th e co nf er ee s a re  c onvin ced, as  we  are . th a t th e  c la ss  r a te  con ce pt  is  pr ef er ab le  
to  th e in di vi du al  ra te -m ak in g proc es s fo r loca l se rv ice ca rr ie rs  from  th e st and ­
po in t o f  in ce nt iv es  fo r g re ate r opera ti ng  effi ciency an d th e  el im in at io n of  ex ­
tend ed  open  ra te  pe rio ds . Soon  a ft e r th e  in it ia ti on  of  th e cu rr en tl y  eff ectiv e 
cl as s ra te  th e  B oa rd  was  aw ar e th a t th e  ex is ting  cl as s ra te  wo uld ha ve  to  be 
am en de d in o rd er (1 ) to  el im in at e ce rt a in  in ve rs e in ce nt ives  in here n t th er ei n,  
(2 ) to min im ize th e ne ce ss ity  fo r ad ho c ad ju st m en ts , an d (3 ) to  re ver se  th e 
up w ar d tr end  in  th e level of annual  su bs id y pa ym en ts .

A ft er a di sc us sion  of  th e is su es  an d re la te d  fa c tu a l m at er ia l,  m os t of  th e  con­
fe re es  ha ve  re ac he d te nta ti ve ag re em en t on a revi sed cl as s ra te  pr op os al . Th e 
B oa rd  is st udyin g  th is  te n ta ti ve ag re em en t as  a ba si s fo r a revi se d ra te  to be 
ef fecti ve  Ja n u a ry  1, 1963. If  th e B oa rd  de cide s to proc ee d alon g th e  lin es  of  
th e  ag re em en t, it  an ti c ip ate s is su in g du ri ng  Jan u a ry  a S ta te m en t of  Pro vi sion al  
F in di ng s an d Con clu sio ns  to get her  w ith  an  O rd er  to  Show  Cau se  pr op os in g th e 
es ta bli sh m en t of  a  revi se d cl as s ra te  genera ll y  co ns is te nt w ith  th e  co nsen su s 
re ac he d a t th e  co nferen ce . According ly , we  a re  now reop en ing,  ef fect ive Ja n u ­
a ry  1, 1963, th e  su bs id y ra te s fo r al l lo ca l se rv ice carr ie rs .

The  B oa rd  is  te n ta ti vely  of  th e vie w,  in  th e  ligh t of  th e  pr ov is ions  of  Section  
406 of  th e F edera l Aviati on  Ac t of  1958, th a t a net an nual  su bs idy lev el of  .$66 
mill io n will  m ee t th e  needs of  th e 13 lo ca l se rv ice carr ie rs , as  in div id ual s an d 
as a cla ss , as  o f Ju ly  1, 1963. A su bs idy fo rm ula  wh ich  re su lt s in a gr os s subs idy 
pa ym en t of  ap pr ox im at el y $67.5 mill ion sh ou ld  prov ide ne t su bs idy of  ap pr ox i­
m at el y $66 mill ion a ft e r pr of it- sh ar in g re duct io ns ha ve  bee n ma de. Su ch  a view , 
re flec tin g th e ab il it ie s of  the ca rr ie rs  to  m ee t th e re qu ir em en ts  of  th e  comm erc e 
of  th e U ni te d S ta te s,  th e nat io nal  de fe ns e,  and  th e P ost al  Se rv ice w ith in  th e 
fr am ew or k of  th is  su bs idy level, is. we be lie ve , co ns is te nt  w ith  th e  P re si den t’s 
T ra nsp ort a ti on  Message  to  Co ng res s of  A pr il 5, 1962, in which  he m ak es  it  cl ea r 
th a t he  co ns id er s a fu tu re  re du ct io n in  a ir li ne  su bs idy im pe ra tive . I t  is  als o 
co ns is te nt  w ith  o u r under st an din g of  th e  in te ntion of  Co ng ress , a s  re gar ds 
su bs id y lev els .

The  ca rr ie rs  will  re qu ire a re as onab le  pe riod  w ithi n which  th ey  ca n mod ify  
th e ir  oper at io ns under  th e revi se d cl as s ra te  in ac co rd an ce  w ith th e  $66 mill ion 
ne t su bs id y lev el.  The re fo re , th e  co nf er ee s’ pr op os al  pr ov id es  fo r a  sc al e of 
ra te s  pe r avai la ble  seat -m ile , eff ec tiv e Ja n u a ry  1. 1963. wh ich  wou ld  prod uc e 
an  annual  gr os s su bs idy lev el of  ap pro xim at el y  $69 mi llion . W hi le  th is  does 
no t re pre se nt a  su bst an ti a l ch an ge  in  th e  cu rr en t level, it  wo uld h a lt  th e  up w ar d 
tr end  an d give  th e  carr ie rs  th e  opport un it y  to  mak e an y oper at io nal  modif ica -



USE OF DULLES AND FRIEN DSHIP  AIRPORTS 49

ti ons nec es sa ry  to  ad ju s t th e ir  su bs id y re qu ir em en ts  co nsi st en t w ith th e pr ovi­
sion s of th e fo rm ul a as  of  J u ly  1, 1963. On th a t da te  th e fo rm ula  wo uld  pr ov id e 
fo r an  auto m at ic  re du ct io n in  th e  su bs idy sc al e per  av ai la ble  seat -m ile , which  
wou ld  pr od uc e es tim at ed  gr os s su bs id y of  ap pro xim at el y $67.5 mi llion , or  net  
su bs id y a ft e r pr of it- sh ar in g of  $66 mi llio n.

Bo th  th e Ja n u ary  1 sc ale and  th e Ju ly  1 sc ale wo uld  be ba se d on an  ob se rved  
co rr ela ti on  be tw ee n den si ty  of ope ra tions  an d need .1 2 The y wou ld  pr ov ide fo r 
ra te s of  su bs idy pa ym en ts  per avai la ble  se at -m ile which  vary  inve rsely w ith  
av er ag e depart u re s pe rf or m ed  per st at io n per  da y by ty pe  of eq ui pm en t?  The  
av er ag e nu m be r of  depart u re s p e r st at io n  per  da y is  to be co m pu te d by di vi di ng  
th e ac tu a l depart u re s pe rf orm ed  in  a  giv en mon th  3 4 by one le ss  th an  th e nu m be r 
of  a ir p o rt s  serve d by th e c a rr ie r in  t h a t mo nth.

T he  es tim at ed  annual  gr os s su bs id y leve ls  which  th e  J a n u a ry  1 an d Ju ly  1 
sc al es  wou ld  pr ov id e th e  in div id ual  ca rr ie rs  a t th e ir  fo re ca st  lev el of  op er at io ns  
a re  se t fo rt h  in th e App en dix a tt a c h e d  hereto.

The  ra te  te nt at iv el y ag re ed  up on  al so  in clud es  a fo rm ula  fo r th e  re du ct io n of  
th e su bs id y,  co mpu ted by m ult ip ly in g an  in cr ea si ng  ra te  per av ail ab le  se at -m ile 
by th e  s ta n d a rd  se at -m iles  re la te d  to  fli gh ts  in ex ce ss  of  fo u r ro un d-t rips pe r 
d ay  on th os e ro ut es  or ro ut e se gm en ts  de sign at ed  by th e  B oa rd  as “sub sidy  
re duct io n” ro ut es .

P ro fi t- sh ar in g pr ov is io ns  su bst an ti a ll y  th e sa m e as th os e in th e  ex is ting cl as s 
ra te  a re  al so  includ ed  in th e  pr op os ed  revisio n,  th us perm it ti ng  th e Boa rd  to  
re cap tu re  a  po rt io n of  th e  su bs id y pai d  w he re  a c a rr ie r’s annual ea rn in gs (a ft e r 
ap pl ic ab le  incom e ta xes ) ex ce ed  it s fa ir  an d re as on ab le  d if fe re nti at ed  ra te  of 
re tu rn . Sev er al  mod ifi ca tio ns  hav e be en  mad e in th e la ng ua ge  of  th e pr of it- sh ar ­
ing pr ov is io ns  fo r th e pur po se s of cl ar if ic at io n an d fa ci li ty  of in te rp re ta ti on , bu t 
th es e wou ld  no t ch an ge  th e  in te n t o r metho d of  adm in is tr a ti on  of  th e ex is ting  
pr ov is ions .

W e note  th a t sin ce  th e  in s ti tu ti on  of  th is  pr oc ee di ng  th e  p a rt ic ip an ts  in th e 
co nf er en ce  a s  we ll as  th e  off ice rs and d ir ec to rs  of  th e  c a rr ie rs  ha ve  bee n un de r 
th e pu rv ie w  of  Rule 314 of  th e B oard ’s Rules  of  P ra c ti ce  an d th e  pr ov is io ns  of  
O rd er  E- 18911 wh ich  pro hib it  di sc lo su re  of  co nf er en ce  in fo rm at io n or se cu ri ties  
tr ansa cti ons.  Since th is  o rd er m ak es  a pu bl ic  di sc lo su re  of  th e  fa c ts  an d issu es  
co ve red by th e conferen ce , we  a re  he re by  li ft in g  an y re st ri c ti ons on th e fu tu re  
di sc lo su re  of  co nfer en ce  in fo rm at io n o r on fu tu re  se cu ri ti es  tr an sa ct io ns.

Accordingly, I t Is  Ordered T hat :
1. T he  fin al cl as s su bs idy m ai l ra te  now  in  effect fo r al l 13 loca l se rv ice ca r­

ri e rs  b e a nd  i t he reby  i s re op en ed  a s  o f J an u a ry  1. 1963?
2. T he  re qui re m en ts  of  Rul e 314 of th e B oar d’s Rul es  of P ra cti ce  an d th e 

re quir em en ts  of  O rd er  E-1 8911 , in so fa r as  th ey  wo uld o th er w is e pr ev en t th e 
fu tu re  di sc lo su re  of  in fo rm at io n ob ta in ed  a t th e  co nf er en ce  o r fu tu re  de al in gs  
in  se curi ti es by co nfer en ce  p a rt ic ip an ts  o r officers  o r d ir ec to rs  of  th e ai rl in es 
invo lved , be, an d h ereb y ar e,  te rm in ate d .

3. T hi s O rd er  sh al l be  se rv ed  up on  al l part ie s to  th e In vest ig ati on  an d th e 
P ost m ast er Gen eral .

By  th e Civi l A er on au tic s B oa rd  :
[se al ] H arold R . Sanderso n, Se cr et ar y.

1 I n  o rd er  pr op er ly  to  re fle ct  th e ef fect  of  st a ti on  ac ti v it y  on th e ne ed  of  th e ca rr ie rs , 
th e pr op os ed  clas s ra te  revi sion  uses  av er ag e dep ar tu re s pe r st a ti on  as i ts  de ns ity  fa c to r 
ra th e r th an  th e  reve nu e pl an e-mile  fa c to r  se t fo rt h  in  th e  ex is ting  cl as s ra te .

2 T he  ty pes  of  eq ui pm en t ar e br ok en  do wn in to  tw o ca te gori es : (1 ) D C -3 ; an d (2) al l 
o th er  eq uip m en t ty pe s cu rr en tl y  em ploy ed  by loc al se rv ice ca rr ie rs . The  su bi sd y per  
av ai la bl e se at -m ile fo r “o th er”  eq ui pm en t is  scale d a t  a lo wer  ra te  th a n  th a t se t fo rt h  
fo r DC-3  eq uipm en t.

3 E xc lu sive  of  (1 ) dep ar tu re s pe rf orm ed  as  ex tr a  se ct io ns , (2 ) d epart u re s pe rfor m ed  
purs uan t to  au th o ri ty  of e it her ce rt if ic at es of pu bl ic  co nv en ienc e an d ne ce ss ity or  ex em p­
tion  ord er s is su ed  un de r Se ct ion 416(b ) of  th e Ac t which  do  no t in cl ud e au th o ri ty  to  
tr a n sp o r t mni l or  which  ex pr es sly in cl ude mai l au th o ri ty  on a no ns ub si dy  el ig ib il ity  ba sis, 
(3 ) dep art u re s pe rfo rm ed  ov er  ro u te  se gm en ts  or  a t  po in ts  fo r which  th e  au th o ri ty  ha s 

la pse d or fo r which  th e Boa rd  ha s. p u rsu a n t to  P a r t 205  of th e Eco no m ic  Reg ulat io ns , 
au th ori ze d o r re qu ired  th e ca rr ie r to  su sp en d op er at io ns , an d (4 ) d epart u re s pe rfor m ed  
in al l-ca rg o se rv ice .

4 T his  O rd er  is no t in te nd ed  to  af fe ct  th e  se rv ice m ai l ra te s es ta bli sh ed  fo r th e  loca l 
se rv ice ca rr ie rs  by o th er  o rd er s of  t he Boa rd .
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A ppe nd ix

Local S ervice C lass Subsid y R ate

Estim ated, annual gross subs idy,1 by carrier  for the periods beginning Jan. 1, 
1963, and July 1, 1963 
[I n  t h o u san d s  o f d ol la rs ]

A nnual gr os s su b s id y

C arr ie r R ate  sc ale  
ef fec tiv e 

Jan . 1, 1963

R a te  sca le  
ef fe ct iv e 

J u ly  1, 1963

A ll eghen y___________ 6,058 5,919
B onan za ___________ 3,401 3, 323
C e n tr a l_____________ 4,726 4,618
F ro n ti e r___ _________ 8,145 7,9 59
L ake C e n tr a l________ 3,741 3; 655
M o h aw k ____________ 4,980 4,866
N o rt h  C en tr a l_______ 8,01 5 7,83 1
O zark _______________ 6; 056 4,941

C ar ri er

A n n u a l gro ss  s ubsi dy

R a te  sca le  
ef fe ct iv e 

J a n . 1,1 963

R ate  scale  
ef fect ive 

Ju ly  1,1963

Pac if ic . ___ ________ 3,963 3,873
P ie d m o n t___________ 5,628 5,499
S ou th ern ______ ___ _ 5,607 5, 479
T ra ns- T exas _________ 4,797 4,68 8
W est  C o as t_____ . . . 5; 048 4; 933

T o ta l. .......... ....... 69,165 67, 584

* C o m p u te d  for each  ca rr ie r’s fo reca st o pera ti on—do es  n o t re fl ec t a n y  pos si bl e re duct io ns re la te d  to  
oper at io ns over  n onsu bsi dy  route s or for  p ro fi ts ha ri ng  pr ov is io ns .

Subsidy  rate  scale  per available seat-mi le

D ep art u re s  pe r s ta ti on  per  d ay

Eff ec tiv e
J a n . 1 -J une  30, 1963

E ff ec tive Ju ly  1,19 63

D C -3 O th er D C -3 O th er

4 75________________ ____ _______ _______ ______
Cents

2.8917
Cents

1.9718
Ce nt s

2.8254
Cents

1.9268
5.00___________________________________________ 2.5996 1.8147 2. 5404 1.7733
6.00___________________________________________ 2.3151 1.6437 2.2621 1. 6062
7.00_______________ ____ ______________________ 2.0663 1.4940 2. 0192 1. 4598
8.0 0_________________________ ______ ________ _ 1.8287 1.3614 1. 7871 1.3302

E-19340
United States of America, Civil Aeronautics  Board 

WAS HI NG TO N,  D.C.

Docket No. 14080
Investigation, of  the Local Service  Class Subsidy R ate  

Adopted : Marek 1,1963
Statement of P rovisional F indings and Conclusions 

By th e Board :
This investiga tion was insti tuted  by Order  E-18911, October 12. 1962, to de­

term ine  whether the local service class subsidy ra te  e stablished in Docket 12004 
should be revised, modified, or amended  in the  fu ture  and. if so, to determine 
what revisions, modifications, or amendments may be requ ired to serve as the 
basis  fo r a  fa ir  and reasonable  class ra te  to be established by the Board  for fu ture 
operations.1 We have determined  th at  the  class ra te  concept should be con-

1 On December 20, 1962. we Issued Ord er E-19118 reopening as of Jan ua ry  1, 1963, the 
original class ra te  for all  t hir teen local service carr iers.
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tinu ed , but th a t th e  o ri g in al cl as s ra te  m ust  be am en de d to  em bod y pr in ci pl es  
and co nc ep ts de sign ed  to  m ak e fu tu re  su bs idy pay m en ts  mor e clo se ly co rres po nd  
to  th e  fa ir  an d re as on ab le  ne ed s of th e ca rr ie rs  as  re la te d  to  th eir  fu tu re  oper a­
ti ons an d to  e lim in at e ce rt a in  ad ve rs e ince nt iv es . By  th is  st at em en t an d tli e 
ac co mpa ny ing O rd er  to  Sh ow  Ca use we a re  d ir ec ti ng  th e  th ir te en  loc al se rv ice 
ca rr ie rs  to show  ca us e w hy  th e  Boa rd  sh ou ld  no t est ab li sh  th e revi sed cl as s ra te  
as he re in  se t fo rt h.

U nd er  t he  r ev ised  c la ss  su bs id y ra te  fo rm ul a,  which  is  su m m ar iz ed  below , it  is  
an ti c ip ate d  th a t th e  pr op os ed  ra te  to  be ef fect ive Ja n u a ry  1, 1963, will  pr od uc e 
su bs id y pa ym en ts  fo r th e  fi rs t six mon th s of  1963 a t an  an nu al iz ed  level of  ap­
pr ox im at el y $69.5 mill ion,  be fo re  th e oper at io n of th e  pr of it- sh ar in g pr ov is ions . 
T his  ag gr eg at e lev el ap pro xim ate s th e est im at ed  gro ss  pa ym en t un der  th e 
p ri o r fo rm ul a fo r th e la s t si x m ou th s of  1962 an nuali zed  (A pp en dix E -2 ).  I t 
is  es tim at ed  th a t from  Ju ly  1, 1963, fo rw ard  th e pr op os ed  revi se d fo rm ul a will  
pr od uc e an  ov eral l est im ate d  lev el of $67.5 mill ion annua ll y  be fo re  pr of it- sh ar in g 
o r ap pr ox im at el y $2 m il lion  less  th an  th e est im at ed  pay m ents  fo r th e fisc al yea r 
en di ng  June 30,1963.

The  su bs idy co m pu ta tion  sc al es  proposed  by th e co nf er ee s an d se t fo rt h  in  ou r 
o rd er reop en ing th e  ra te s  of a ll  th ir te en  lo ca l se rv ic e ca rr ie rs  as  of  Jan u a ry  
1. 1963 (O rd er  E-19118, A ppen dix ),  wer e ba se d up on  opera ti ng  fo re ca st s su b­
m it te d  by th e ca rr ie rs  du ri n g  th e co nferen ce . The  ra te  sc al es  prop osed  he re in  
(A pp en dice s G -l  an d G -2 ) re flec t th e  im pa ct  of  re vi se d fo re ca st s su bs eq ue nt ly  
su bm it te d by th e  carr ie rs . Of  co ur se  th e fa vo ra bl e,  dow nw ar d tr en d in est i­
m at ed  su bs idy lev els ca n be  re al iz ed  only if  th e  c a rr ie rs ’ ac tu a l op er at io ns do 
no t d ev ia te  sig ni fi ca nt ly  f ro m  th e ir  fo re ca st s.

The  proposed  cl as s ra te  co ns is ts  of  a  sc ale of  ra te s  ba se d upon  a vo lum e of  
oper at io ns pe r st a ti on  as  do es  th e  e xi st in g cl as s ra te . T he mon th ly  su bs idy pay ­
ab le  to  e ach ca rr ie r under th e  revi se d cl as s ra te  w ill  be  ba se d upon  (1 ) th e  ca r­
r ie r ’s av ai la bl e se at -m iles  flown  duri ng th e m on th  tim es  (2 ) a ra te  pe r se at -m ile  
var yin g, in ac co rd an ce  w it h  th e scale of  ra te s co nta in ed  in  Ap pe nd ice s G - l an d 
G-2 , w ith the nu m be r of  depart u re s per  st a ti on  per  da y pe rf orm ed  by th e  p a r­
ti c u la r ca rr ie r in th a t m on th .

In  ad di tion , th e  re vi se d cla ss  ra te  pr ov id es  th a t no  su bs id y sh al l be  pai d 
fo r fli gh ts  pe rfor m ed  in  co nn ec tion  w ith ope ra tions w hic h th e  B oa rd  d e te r­
m in es  sh al l be co nd uc ted on  a  no n-su bs idy bas is  or on a su bs id y re du ct io n ba sis. 
T he ra te  also  prov id es  th a t w her e th e B oa rd  m ak es  tl ie  la tt e r de te rm in at io n, 
a  se co nd ar y fo rm ul a sh all  be  ap pl ied.  T hi s se co nd ar y fo rm ula  re du ce s th e  
su bs id y o th er wise pa ya ble.  T he  re du ct io n is co mpu ted by  ap pl yi ng  r a te  per  s ea t-  
m ile (s ee  A pp en dix G -3 ) to  th e  sea t-mile s gen er at ed  by d epart u re s in  excess of  a 
s ta te d  lev el of  d epart u re s per  st a ti on  p er  d ay .

F in al ly , th e  prop os ed  c la ss  ra te  co nt ai ns  a pro fi t- sh ar in g fo rm ula.  Und er  
th is  fo rm ul a,  which  is  su b sta n ti a ll y  th e sa m e as th a t in cl ud ed  in th e origi na l 
c la ss  ra te , a ca rr ie r is  re qu ir ed  to  re fu nd  to th e  B oa rd  (1 ) 50 per ce nt  of pr of its  
be tw ee n it s di ff er en tiat ed  ra te  of  re tu rn  an d a re tu rn  of  15 pe rc en t on in ves t­
m en t, an d (2 ) 75 per ce nt  of  pr of its  in  ex ce ss  of  a  re tu rn  of  15 per ce nt  on in ­
ve stm en t. As in th e ori g in a l fo rm ul a,  ea rn in gs de fic ien cies  may  be carr ie d  
fo rw ard  to  tw o fu tu re  years  a s  an  off se t again st  an y fu tu re  ex ce ss  ea rn in gs .

GENERAL

On  F ebru ary  16, 1961, we is su ed  O rd er  E- 16 38 0 d ir ecti ng  th e th ir te en  local 
se rv ic e ca rr ie rs  to show  ca use  why  th e cl as s ra te  as  se t fo rt h  in th e Sta te m en t 
of  Pro vis io na l Fi nd in gs  an d Con clus ions  which  ac co m pa nied  th a t or de r sh ou ld  
no t be ad op ted by th e B oar d. On M arch  7, 1961, we is su ed  O rd er  E- 16485 
fina lly  fix ing  th e  cl as s ra te  a s  th e fa ir  an d re as on ab le  ra te s  of  co mpe ns at io n 
to  be  pa id  nine  of  th e  th ir te e n  ca rr ie rs  on an d a ft e r J a n u a ry  1, 1961. The  
re m ain in g  fo ur ca rr ie rs  w er e su bs eq ue nt ly  plac ed  und er  th e  cl as s ra te .2

As  we  st a te d  in O rd er  E-16 38 0, th e  cl as s ra te  co nc ep t re p re se n ts  a depart u re  
fr om  th e pr ev ious  metho ds  of  fix ing su bs idy ra te s.  T her et ofo re , th e B oa rd  
had  de te rm in ed  ra te s fo r ea ch  carr ie r,  e it her fo r a pas t per io d or  fo r a fu tu re  
pe riod , on th e ba sis of  an  ana ly s is  of  th e part ic u la r c a rr ie r ’s oper at in g re ­
su lt s and fo re ca st s.  In  con tr ast , th e  cl as s ra te , w hi le  co ns tr uct ed on th e ba si s 
of  th e  ne ed s of  th e var io us c a rr ie rs , is a ra te  which  is  de ve lope d an d st a te d

2 Fa ci fic an d W es t Coa st— O rd er  E -1 65 42 , M arch  22. 19 61 ; F ro n ti e r— Ord er  E-1 71 57 , 
Ju ly  12,  1961 ; C en tr al — Ord er  E -1 7646 , Oc tobe r 30, 1961.
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in  te rm s of  a  cl as s of  ca rr ie rs . Alth ou gh  th e am ount s pa ya bl e to an y giv en  
c a rr ie r un de r a cl as s ra te  vary  in  ac co rd an ce  w ith th e ra te  fo rm ula,  de pe nd ing 
on  th e  volum e of  se rv ice,  eq ui pm en t ut il iz ed , an d den si ty  of  op er at io ns , th e 
sa m e f orm ula  i s app lica bl e to a ll  c a rr ie rs  in  the g roup .

O ur  pr im ar y re as on s fo r est ab li sh in g th e origi na l lo ca l se rv ice cl as s su bs idy 
ra te  w ere—

(1) The  in ce nt ives  fo r g re a te r oper at in g effic iency, b e tt e r co st co nt ro ls,  
op tim um  fa re  lev els , and  eco nomic sc he du ling  w hi ch  wo uld  re su lt  from  
re quir in g  ea ch  ca rr ie r to  liv e w ith in  a ra te  det er m in ed  on  th e ba si s of  
in dust ry  r es ul ts  ra th e r th an  it s own part ic u la r perf o rm ance ;

(2 ) th e el im in at io n of e xt en de d op en -rate p er io ds  ;
(3 ) th e est ab li sh m en t of  more ef fecti ve  su bs idy co nt ro l by ap pl yi ng  th e  

max im um  in ce nt iv e to  opera te  w ith so un d sche du lin g p ra c ti ces : an d
(4) th e fa c t th a t under th e cl as s ra te  th e ca rr ie rs  wo uld  ha ve  g re a te r 

oper at in g fle xibi lit y in  ta il o ri ng  ope ra tion s su bje ct  to  th e ge ne ra l re gula ­
to ry  pr ov is ions  of t he  A ct  o th er th an  se ct ion 406.

A fter  tw o ye ar s of oper at io ns und er  th e cl as s ra te , we  ar e  co nv inc ed  
th a t th e reas on s fo r it s es ta bl is hm en t are  as  ap pl ic ab le  toda y as  th ey  
were in 1961, and th a t th ey  ju s ti fy  th e co nt in uat io n  of  a clas s ra te  in  
th e  fu tu re .

How ev er,  a ft e r th e in s ti tu ti o n  of  th e or ig in al  cl as s ra te , it  became  appare n t 
th a t cert a in  revi sion s w er e re quir ed  in th e in te re st s of  el im in at in g ad ve rs e in ­
ce nt iv es , min im iz ing th e ne ce ss ity  fo r ad hoc  ad ju st m ents ,* * 3 an d ge ne ra lly im ­
pr ov in g the ra te  in  ac co rd an ce  w ith th e pu rp os es  fo r which  it  was  es ta bl ishe d.  
B as ic al ly , th e prob lem  are as invo lve (1 ) th e sh arp  im pac t of  th e mi les  pe r s ta ­
tion  p er d ay  f ac to r on ea ch  c a rr ie r ’s su bs idy su ppo rt  le ve l and  th e v ar io us  ad ve rs e 
in ce nt iv es  re la te d th er et o, (2 ) th e im pa ct  on su bs idy co m pu ta tion  under th e 
fo rm ula  re su lt in g from  th e  in tr odu ct io n of  a ir c ra ft  whi ch  ha ve  gre ate r se at in g  
ca pacit y  th an  the DC -3,  a nd (3 ) th e  l ac k of  prov is ion fo r some  f or m of  au to m at ic  
su bs id y redu ct ion in ad d it io n  to  th e pr of it- sh ar in g pr ov is ions .

The  B oa rd ’s st af f an d th e  in dust ry  ha ve  been  st udyin g var io us so lu tion s to  
th es e pro blem s sin ce  ear ly  1962, fi rs t th ro ug h an  indu st ry -C A B ad vi so ry  gr ou p 
an d la te r th ro ug h th e in fo rm al  m ai l ra te  co nf er en ce  pro ce dure  im plem en ted  by 
O rd er  E-1 891 1, date d  O ctob er  12, 1962. D uring Dec em be r 1962, mo st of  th e 
co nf er ee s reac he d a gen er al  ag re em en t on a revi sed cla ss  ra te  wh ich  th ey  pr o­
po sed be mad e ef fecti ve  as of  Ja n u a ry  1, 1963. Th e ra te  prop osed  he re in  is es ­
se n ti a ll y  th e same as  th a t up on  which  ag re em en t w as  re ac hed  by th e co nferee s. 
I t  re ta in s th e si m pl ic ity o f ap pl ic at io n an d adm in is tr a ti on  of  th e or ig inal  cl as s 
ra te , is pr ed ic at ed  on si m il a r bu t so m ew ha t modif ied  pr in cipl es , includ es  im ­
pr ov em en ts  desig ne d to corr ect th e  var io us  pro ble m a re as  ou tl in ed  abo ve,  an d 
a tt em pts  to min im ize  th e ne ed  fo r ad hoc  ad ju st m en ts .

T he cl as s ra te  co nc ep t in  a ir  tr ansp ort a ti on  is st il l in  it s infanc y,  an d ev en  
as  revi se d th e proposed  ra te  w ill  no t sol ve  al l of  th e prob lems, w he th er  fo re se en  
or un fo re se en . Und ou bted ly , prob lems wi ll a ri se  re qu ir in g  ad di tion al  am en d­
m en ts  in it s fu tu re  an d co ns eq ue nt ly , th e  B oar d 's  st af f w ill  co nt inue  it s st ud y 
of  th e  cl as s ra te  w ith  an  ey e to  im pr ov em en t th ro ug h fu tu re  am en dm en ts . Ho w­
ev er , we  ar e  convinc ed  th a t th e  re vi sion s proposed  her ei n will  im prov e th e cl as s 
ra te  sign ifi ca nt ly  in th e in te re st s of  th e  publi c, th e  ca rr ie rs , th e go ve rnmen t, 
and  a ll  co ncern ed .

LEGAL BA SI S FOR ES TA BLIS HM ENT OF CL AS S BATE 

A. S ta tu to ry  a uth ori ty
As we  st at ed  in  th e ord er pr op os in g th e origi na l cl as s ra te  fo r loca l se rv ice 

ca rr ie rs  4 we  are  of  th e  op in io n th a t th e Boa rd  has  th e le ga l po wer  to es ta bl is h 
cl as s su bs idy ra te s.  Se ct io n 406 (b ) of  th e  Ac t sp ec ifi ca lly  prov ides  th a t th e  
B oar d may  “fix di ff er en t ra te s  fo r di ff er en t a ir  c a rr ie rs  o r cl as se s of  a ir  carr ie rs , 
an d di ff er en t c lasses  o f s er vi ce .”

T he “n ee d” prov is ion is, of co ur se , th e so ur ce  of  ou r au th o ri ty  to  pr ov id e 
su bs id y,  an d th a t pr ov is ion sp ea ks  in  te rm s of  “the  ne ed  of ea ch  su ch  a ir  ca rr ie r 
fo r co mpe ns at io n”  suf fic ien t to  en ab le  it  to  m ai nta in  and co nt in ue  th e dev elo p-

The  Board found It necessary to make a number of ad hoc amendm ents to the original
class rat e where it was obvious that,  because of eouipment  acqu isitions and new route
awards, the subsidy computed und er the formula would not  correspond to the  actu al 
needs as related to the pa rti cu lar  operational cbnnc^s.

4 Order E-16380, pp. 12-14, dated February 16, 1961.
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me nt of air  tra nsp ort ation to at ta in  the  sta tut ory objectiv es. But we find no 
inh ere nt inconsistency betwee n the  class ra te  concept and the  concept of ra tes 
based  on indivi dual carri er  nee d. A ra te  can be fixed f or a class of c arr ier s which 
provides each car rie r with  a reasonable  oppo rtunity to ear n an amou nt equal 
to its  own indiv idual “need” as  defined by the sta tute. Therefore, whe ther  the  
Boa rd can fix such a ra te  depends essentially  upon the  economic and operational 
chara cte ris tics of the ca rri ers as a group and the exten t to which inherent dif ­
ferences  in the chara cte ris tics of a ca rr ier’s rou tes are  tak en  into consi derat ion 
in c onst ruct ing the ra te  formul a.

In  fact , in a case prior to the esta blish men t of the  clas s ra te  for local service  
ca rri ers the  Board fixed a class ra te  conta ining  subsidy for  the  “Big Fo ur” ca r­
rie rs  applicable to the  perio d 1947- 1950 .5 6 The just ificatio n for the esta blis h­
men t o f th at  rat e was, as iti s here, that  “the Big Fou r con stit ute  a homogeneous 
group  f or rate- making purposes, and * * * had a comp arable oppo rtunity, und er 
conditions of economical and  efficient management , to ear n a fa ir profit und er a 
unif orm mai l ra te. ” 8

B. Homogeneity of the local  ser vice  group
The  b ases for our finding in Orde r E-1 638 0 th at  the thi rte en  local service ca r­

rie rs belong to the same clas s remain applicable  here.
The  principa l common c ha rac ter ist ic of the  local service ca rri ers is the na tur e 

of the  autho rity und er which  they  operate. The  ope rati ng autho rity  embodied 
in their certif icates  of public  convenience and necessity establishes a class of 
ca rri ers whose prim ary  purp ose is to provide air line service between the sma ller 
citie s of the  United  Sta tes and  to feed traffic between the  smal ler citie s and 
lar ge r traffic centers . To ins ure  th at  the local service  ca rr ie rs  provide  this  type  
of service, the ir cert ifica tes con tain  specific lim itat ions and  res tric tion s on the 
over-flying of inte rme diat e poi nts  and the operation  of non-stop flights. The 
cert ificates  also effectively re st rict  competition  by these  c ar rie rs  with  tru nk lines 
and  with each other, excep t in cer tain  instance s where  the public intere st dic­
ta tes otherwise.

The  homogeneity of the  local- type service and its effect on the economics of 
local service carri er ope rati ons  ar e readily appar ent  from an exam ination of 
their  operatin g results. In the  twelve month s ended June  30, 1962, the lar ges t 
and the  smal lest of the  locals experien ced traffic volumes of only 6.0 percent 
and 2.0 percent, respec tively,  of the  average tru nk  ca rr ie r’s volume, with the 
ave rage local service ca rri er  exper iencing 3.5 perc ent of the  average trunk ca r­
ri er ’s volume. Local service ca rr ie r traffic densi ties, in term s of number  of 
revenue passen ger miles per rou te mile per day, range d from 52.5 to 266.7 during 
thi s same period, as compa red wi th trunk ca rr ie r den sities rang ing from 569.1 
to 24 92.8  per  day.

Oth er comparisons of significa nt operating  da ta are  set forth  in Appendix H.
Type of equipm ent used by the  locals is ano ther ind ica tor  of the homogeneity 

of the  class. For  many years pas t, the basic local service  ai rc ra ft  was the DC-3. 
At one time all of the locals ope rated DC-3’s exclusively. In  recent  years the re 
has  been a movement in the local service ind ust ry to phase out the  DC-3’s in 
fav or of more modern ai rc ra ft hav ing capac ities of between  36 and 44 seats. At 
thi s time all of the locals have  acquir ed some equi pment of gre ate r capac ity 
tha n the  DC-3, and some have completely re-equipped. The very fact that  the  
locals all choose sim ilar  equip ment , although they do not compete with  one 
ano ther, is evidence of the sim ila rity of the  cha rac ter  of th ei r operat ions.

In view of facto rs such as the  foregoing and the da ta set  for th in the Appen­
dices, w e find th at  th e thi rteen local service ca rri ers can, and  should, be placed in 
the same class for rate -ma king purpo ses under section 406  of the  Act.

CONSTRUCTION OF THE REVISED CLASS RATE

The ra te  proposed here in is a revis ion of the exis ting  class  ra te  for  the purpose 
of more closely realizing  the benefi ts envisioned  by the  Board  in esta blishing  
the pr ior  class rate . We have found, af te r two years of experience, that  the  
prior class  ra te  does not rea ct in every case in a man ner cons istent with  the eco­
nomics of changes  in ope rat ing  cha rac teri stic s. A basic reas on for this is th at  
the ra te  was scaled to one facto r—miles per stat ion  per  day—a nd applied to an­
other fac tor —seat miles. As a result,  the prior form ula was  pa rtic ula rly  sensi-

5 American Airlines, et at., Mail R ates , 14 C.A.B. 558 (1951).
6 Ibid, at  page 5&6.
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ti ve to  cha ng es  in th e n um ber  o f s ta ti ons se rv ed  a nd  ig no re d th e se at in g ca pa ci ties  
of  th e a ir c ra ft  ut il iz ed . Thu s,  ch an ge s in oper at in g chara cte ri st ic s re su lted  in  
su bs id y pa ym en ts  which  w er e d is pro port io nat e to th e ne ed s of  th e carr ie rs .

The  revised clas s ra te , ho wev er , uti lize s depart ure s per  st at io n  as  it s den si ty  
fa c to r an d pr ov ides  fo r tw o se para te  sc al es  of  ra te s by eq ui pm en t typ es . Thu s,  
th e  sc ale of  su bs idy pay m en ts  ca n be re as on ab ly  re la te d  to  th e an ti ci pa te d eco ­
no mi c im pa ct.  We  be lie ve  th a t th is  sh ou ld  min im ize th e need  fo r ad hoc  
ad ju st m en ts , an d,  by  mov ing th e su bs idy in th e pr op er  di re ct io n co ns is te nt  w ith  
th e econo mic re qu irem en ts , sh ou ld  la rg ely cu rt a il  cert a in  ne ga tive  in ce nt ives  an d 
pr ov id e mo re  po si tive  in ce ntives  fo r th e ca rr ie rs  to  max im iz e prof its  th ro ug h 
m or e e conomi cal op er at io ns .

The  revi sed clas s ra te  co nsi st s of  f our pr in ci pal  p a r ts : (1 ) scales  of ra te s per  
av ai la ble  se at -m ile  by  ty pe of  eq ui pm en t which  var y in ver se ly  w ith  depart ure s 
pe rf orm ed  pe r s ta ti o n ; (2 ) pr ov is io ns  fo r th e ex clus ion fr om  th e co m pu ta tio n of  
su bs id y pa ya ble of opera ti ng  st a ti st ic s fo r fli gh ts  whi ch  th e Boa rd  de te rm in es  
sh ou ld  be pe rfor med  on  a no n-su bs idy or a su bs idy re du ct io n basi s;  (3 ) a 
fo rm ula  fo r th e re duc tion of  su bs idy th ro ug h ope ra tions  on su bs idy re du ct io n 
ro u te s;  an d (4)  a  p ro fi t- sh ar in g for m ul a.
A . A nnual su bs id y leve ls

A nn ua l gros s su bs idy le ve ls  under th e  or ig in al  cl as s ra te  ha ve  been st ea dily  
in cr ea si ng sin ce  th e in ce pt io n of  th e  ra te  (A pp en dix E - l ) .  In  ca le ndar  year 
1961, th e fi rs t year of  oper at io n  und er  th e ra te , th e  gr os s su bs idy pay m en ts  
am ou nt ed  to  ab ou t $63.7 m ill ion.  Th ey  in cr ea se d to  ap pro xim at el y $65.5 m il­
lio n,  $66.7  mi llion , $67.7 m il lion  an d $68.5 mill ion fo r th e  annual pe riod s en de d 
M ar ch  31, 1962, Ju ne  30, 1962, Se pt em be r 30, 1962, and De cemb er 31, 1962, 
re sp ec tiv ely.  N ev er thel es s,  we ex pe ct  th e upw ar d tr end  to  ab ate  an d to  be gin 
a re ver sa l d ur in g c ale ndar  1963 f or  th e fo llo wing re a so n s :

(1)  All of  th e ca rr ie rs  hav e now ha d ex pe rien ce  in oper at in g  mo re  mod ern 
eq ui pm en t an d,  ac co rd in gly,  th e  econom y of  oper at io ns and  loa d fa ct ors  ex ­
pe rien ce d w ith  th is  eq ui pm en t sh ou ld  in cr ea se  su bst an ti a ll y  in  th e near 
fu tu re .

(2 ) O pe ra ting  co sts sh ou ld  de cr ea se  as  a re su lt  of  th e  su sp en sion  or  de le tio n 
of  a nu m be r of th e un ec on om ical  po in ts  pr ev io us ly  aw ard ed  by th e Boa rd  on 
a  “ us e- It- or -lo se -it ” bas is .

(3 ) Th e B oa rd  will  co ntinue to  pur su e it s pr og ra m  fo r th e re du ct io n of  su b­
si dy th ro ug h mo re  ec on om ical  ro ute  aw ar ds an d o th er ce rt if ic at e am en dm en t 
pr oc ee di ng s such  as  th e re cen tl y  in st it u te d  regi on al  a ir p o rt  in ve st ig at io ns  an d 
th e  re ce nt  ca ses invo lv ing th e  tr a n sfe r of  mor e pr of ita bl e ro ut es  from  tr u n k ­
line s t o loca l s ervice  c arr ie rs .

(4 ) The  Boa rd  wi ll loo k w ith  fa vo r on pr op os al s of  th e  loca l se rv ice  ca rr ie rs  
fo r in cr ea si ng  re ve nu es  th ro ugh  ta ri ff  am en dm en ts  w her e ap pr op ri at e.

(5 ) Co st bene fit s sh ou ld  ac cr ue from  th e  us e of  jo in t fa ci li ti es  an d o th er 
in te rc a rr ie r ag re em en ts  c u rr en tl y  bein g f orm ul at ed .

The  revi sed cl as s ra te  fo rm ula  ag re ed  upon  by th e  co nf er ee s is  de sig ne d to  
h a lt  th e  up w ar d tr en d in su bs id y levels . I t  pr ov ides  fo r a  scale of  ra te s per  
av ail ab le  seat- mi le,  ef fect iv e Ja n u a ry  1, 1963, which  th e  co nf er ee s es tim at e will  
pr od uc e gros s su bs idy fo r th e  fi rs t six mon th s of  1963 of ap pr ox im at el y $34.5 
mill io n an d a re du ce d sc ale,  ef fecti ve  Ju ly  1, 1963, w hi ch  th ey  es tim at e w ill  
re su lt  in  gr os s su bs id y paym en ts  of $67.5 mill ion pe r an nu m . We be lie ve  th a t 
th es e lev els  ca n be  adher ed  to  an d are  re ali st ic  an d re as on ab le . Sh ou ld  de vi a­
ti ons fro m th e ca rr ie rs ’ fo re cast s re su lt  in  su bst an ti a l in cr ea se s in su bs id y 
pay m en ts  it  may  be ne ce ss ar y  to  reo pe n an d re -sca le  th e  ra te  proposed  he re in . 
E ac h ca rr ie r is ex pe cted  to  s ta y  w ithin  th e bo un ds  of  it s  fo re cast  an d,  ac co rd ­
ingl y,  th e  ra te  w ill  be  m oni to re d closely  f or th is  purpo se .

We a re  of  th e vie w,  in  th e  li ght of  al l of th e ci rc um stan ce s,  th a t a re du ct io n 
of th e  annual  gros s su bs id y lev el  to  ap pro xim at el y $67.5 mill io n s ta rt in g  Ju ly  1, 
1963, is  co ns is te nt  w ith  th e  pr ov is io ns  of  se ct ion 406 of th e  Act, an d th a t su ch  
a su m will  mee t th e ne ed s o f th e  th ir te en  loc al se rv ice ca rr ie rs  fo r th e p u r­
po se s se t fo rt h  in  sect ion 406,  as in div id ua ls  an d as  a cl as s,  on  an d a ft e r th a t 
da te .1

7 T he  Ju ly  1 fo rm ula  se t fo r th  he re in  sh ou ld  pr od uc e ap pro xim at el y  $67 .5 mill ion an ­
nual ly  in gr os s su bs idy an d $6 6.2  m ill ion an nual ly  a f te r  pro fi t- sh ar in g re du ct io ns  ha ve  
been made, as su m in g th e leve l of  op er at io ns curr ently  fo re cas t by th e ca rr ie rs  fo r ca le nda r 
year 196 3.
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Undoubted ly, th e ca rr ie rs  will  requ ire  a rea sonable  perio d with in  which they  
ca n modify  th ei r op erati on s un de r the  rev ised cla ss ra te  in accord anc e with  the 
$67.5 mil lion  gross sub sid y level. Th is is the rea son fo r th e con ferees ’ pro pos al 
of  a sca le to be effectiv e fro m Ja nu ar y 1, 1963, th ro ug h Ju ne  30, 1963, which 
would  pro duce es tim ated  gr os s sub sid y of ab ou t $34.5 mi llio n fo r the  six-month 
per iod . Th is does no t re pr es en t a su bs tant ia l change in th e cu rren t level (see 
Ap pen dix  E-2 ).  How ever , it  wi ll imme dia tely ha lt  th e up ward tre nd  of subsidy 
paym en ts whi le the ca rr ie rs  are  ma kin g suc h op erat iona l and othe r modifica ­
tio ns  as  may  be necessa ry to  ad ju st  th ei r sub sid y requ ire men ts cons ist en t with  
th e form ula which wi ll au to mat ical ly  become effect ive as  of  Ju ly  1, 1963.

B.  R at e scales
In  fixing th e or ig inal clas s ra te  for local ser vic e ca rr ie rs  we fou nd th a t the  

ra te  sho uld  be bas ed on an  observed co rre la tio n between dens ity  of opera tions  
an d need,  and th at  th e loc al servic e ca rr ie rs ’ needs pe r av ai lable sea t-mile va ry  
inv ers ely  with  th e de ns ity  of  opera tions. 8 On th e basis  of ou r stu dies  of the 
mo st rec en t opera tin g re su lts  ava ila ble , we find the se prem ise s hold true  today.  
Con sequen tly,  the  sam e methodology  was used in fo rm ul at in g the sca les  fo r the 
revis ed  cla ss rat e.

In  cons tru cti ng  th e 1961 ra te , it  was ou r jud gm ent, a ft e r cons ide rat ion  of 
va rio us  dens ity  facto rs,  inclu din g both  rev enue plane- mi les  per sta tio n an d 
de pa rtur es  per sta tio n,  th a t th e use of rev enu e plane- miles  i>er stat ion as  a 
base wou ld both co rrelate th e wo rking o f the form ula to th e need  of the  ca rr ie rs  
an d pro vid e the  man ag er ia l inc entiv es we sought . However , we ar e aw are th a t 
th is  fa ctor  does no t ref lec t prop erl y th e effect of ei th er  ai rc ra ft  capacit y or  
stat io n ac tiv ity  on th e subs idy needs of the ca rr ie rs . Th e rev ised class ra te  
at tem pt s to remedy these ba sic faul ts . I t uti liz es  de pa rtur es  per sta tio n as  its  
de ns ity  factor  and propos es a sca le of ra te s by typ e of equip me nt (Appendices 
G -l  an d G-2 ). Th is tech niqu e gen era lly  refl ects th e ca pa cit y each ca rr ie r 
op erates  and reco gnizes chan ges in sea t-mile levels wh ich  ar e no t reflected by 
de pa rtur es  alone.

In  cons tru cti ng  ra te  scale s app lic ab le to t he  pe rio d com men cing J an ua ry  1 .1963 , 
we we re  face d wi th some pr ac tic al  problems. Th e only ac tu al  da ta  avai lable 
a t the tim e of the  inf ormal con ferenc es,  were the op erat ing resu lts  fo r th e ye ar  
end ed Ju ne  30, 1962. The ra te  sca les  developed on the  basis  of th is da ta , when 
ap pl ied to the  ca rr ie rs ’ fo reca st s fo r ca lend ar  ye ar  1963, pro duc ed excessive 
sub sidy. Moreover it was foun d th at  ra te  sca les based on th e ac tual da ta  could 
no t be scaled down by a me chanica l for mu la with ou t cr ea tin g ine qu itie s an d 
pro blems  unf it for  par ti cu la r ca rr ie rs  fo r the  fu tu re  perio d. The sca les  proposed  
repr es en t the  col lect ive judg men t o f t he  Hoard  a nd  the  car ri er s as  to t he  resc ali ng  
re qu ired  to produce a minim um  of dev iat ion s from th e an tic ipated  sub sidy 
requ ire men ts of the individu al  ca rr ie rs  and  a t the sam e tim e to pro duc e gro ss 
subsidy  pay me nts  of ap pr ox im ately $34.5 mi llion fo r the fir st  six  months of 1963 
and $67.5 mill ion pe r annu m effective Ju ly  1, 1963. Th e sca les  se t fo rth  in 
Ap pen dix  G -l  will be effect ive  from Ja nua ry  1, 1963, th ro ug h Ju ne  30, 1963, 
an d tho se inc luded in Ap pend ix G-2  wil l au tomat ical ly  become effective on 
Ju ly  1, 1963.

As ind ica ted  previously th er e ar e two ra te  scales, one  fo r DC-3 ai rc ra ft  an d 
one fo r all  oth er ai rc ra ft  cu rr en tly in opera tion. In  each  insta nc e the  ra te s 
dec line as  the  syst em av er ag e numb er  of de pa rtur es  pe r stat io n pe r day in a 
given mo nth  inc rea ses  in rec ognit ion  of th e high er  need fo r DC -3 opera tio ns  
a t min imu m frequencies. Th e DC—3 ra te  is high er  th an  th e ra te  fo r the  la rg er  
equip me nt. 9 The  dif fe rent ia l between the ra te  fo r DC-3 a ir c ra ft  an d the ra te  
fo r al l othe r equ ipm ent  is some wh at gr ea ter a t th e low er dens ity  factors th an  
a t th e hig he r densi ty facto rs.  For  example, as  indica ted in App endix A-5, a t 
five de pa rtur es  pe r sta tio n pe r day , ther e ex is ts a di ffe rent ia l of  0.78 cen ts pe r 
av ai lable sea t-mile wh ere as  a t eigh t de pa rtur es  pe r st at io n pe r day  th e dif fer ­
en tia l is 0.47 cen ts pe r av ai labl e seat -mi le. Th is ref lec ts th e need  to sup po rt a 
minim um level of op erat ions  with  high cost DC-3 equipm ent in low dens ity  
marke ts,  and reco gnizes th a t as  dens ity  increases it  shou ld becom e re lat ive ly 
mo re effic ient to use la rg er  e qu ipm ent . I t sho uld  be no ted  th a t no subsidy  would

8 (P ro vis io nal S ta te m en t)  O rd er  E -1 63 80 , p. 16.
9 F o r exam ple, a t  a  den si ty  of  fiv e dep ar tu re s pe r st a ti on  per  da y,  th e  DC- 3 ra te  is  2.7  

ce nt s per av ai la bl e se at -m ile as  co m pa re d w ith a ra te  of  1.9 ce nts  per  av ai la bl e se at -m ile  
fo r a ll  o th er  eq ui pm en t (A pp en di x A -5 ).
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be pa id for the  o pe ra tio n of  sea t-m ile s which ar e re la ted to de pa rtu re s in excess 
of a sys tem  average of  eig ht  pe r sta tio n per day . Th is is based  on the  pre mi se 
th a t ca rr ie rs  oji erati ng  abo ve th is  ave rag e densi ty,  on a  sys tem  basis, sho uld  
be ach iev ing  load  fa ctor s suf fici ent ly high  so th at  no ad di tio na l subs idy su pp or t 
is  requ ire d.

C. "Non-subsidy an d sub sid y re du ct io n r ou tes
In  th e in te re st of (1 ) mi nim izing  ad hoc ad justm en ts,  (2 ) ma kin g the  subs idy 

pa id  un de r the  for mu la mo re close ly conform  to the  nee ds of the  ind ivi du al 
ca rr ie rs , and (3 ) sup ply ing  a me tho d of au toma tic  sub sid y red uctio n where w ar ­
ra nt ed , th e revi sed  cla ss ra te  specific pro visi on fo r op erati on s whic h th e 
Bo ar d det erm ine s sho uld  be con duc ted  on a non -sub sidy  or  sub sidy red uctio n 
basis . Non -subs idy rou tes , fo r th e pur pos es of th e ap pl ica tio n of the  class ra te , 
a re  tho se whi ch the  Bo ard  find s wil l ne ith er  inc rea se th e sub sidy req uir em ents 
of a ca rr ie r nor  re su lt in su ch  pro fits  as to dec rease su bs ta nt ia lly  the  sub sidy 
need s of  the  ca rri er . Subsi dy  red uctio n route s ar e tho se wh ich  the  Bo ard  finds  
will be sufficiently pro fita ble , im me dia tely or at  some fores eeable fu tu re  time , to  
de cr ea se  su bs tant ial ly  the  su bsidy  req uir em ents of the  ca rr ie r.  De sig nat ion s as  
to th e cat egory  in whi ch ro ut e aw ar ds  a re  t o be plac ed ha ve  been and  will be m ade  
in ei th er  the  Bo ard  or de rs  gr an ti ng  the  au th or ity  or  in sec tio n 406 orde rs issued  
th er ew ith  or  sh or tly  th er ea ft er .10

Fl ig ht s per forme d over ro ut es  whic h the  Bo ard  ha s det erm ine d sha ll be 
op erate d on a non -sub sidy  or  sub sid y red uctio n bas is wil l be exc lude d in th e 
co mp uta tio n of  the  sub sid y to be pa id  th e ca rr ie rs  un de r th e for mu la. How ever , 
th e re su lts  of such  op erat io ns  wil l be inc luded along with  th e system resu lts  in 
ap pl ying  the  profi t-sharin g pro vis ion s.

To  reflect th e red uctio n in sub sid y req uir em ents re su lti ng  from the  su bs ta nt ia l 
profi ts rea lized  in the  op erati on  of subsidy  red uctio n route s, we ar e inc lud ing  
in th e revised class ra te  a fo rm ula whi ch wil l au to m at ical ly  dec rease sub sidy, 
othe rw ise  computed, for an y mo nth  as de pa rtu re s on th es e ro utes  inc rease (se e 
Ap pen dix  G -3 ).  Spec ifica lly, th e sub sidy com pute d, w ith ou t reg ard  to no n­
sub sid y and subs idy red uc tio n op era tio ns,  will be red uced by th e pro du ct of 
an  inc rea sin g ra te  pe r sea t-m ile  flown on sub sidy red uc tio n rou tes  tim es th e 
st an da rd  sea t-m iles  re la ted to  de pa rtu re s per for me d on thes e route s in exc ess 
of  ei gh t per  sta tio n pe r da y. Th e subsidy  red uctio n scale  is based on th e 
prem ise  th at  a t eig ht de pa rtur es  i>er sta tio n per day  a loa d fa ct or  of 60 percent 
wi ll pro duc e rev enu es wh ich  ar e ad eq ua te  to equ al th e sub sid y req uir em ent s, 
inc lud ing  re tu rn  and taxe s. A load  fa ct or  of 65 pe rc en t is assumed a t 10 
de pa rtu re s, and 70 pe rcent a t 12 de pa rtu re s an d over . Th e red uct ion  per sea t- 
mi le pro vid es an in crea sin g am ou nt  of sub sidy red uctio n as  fre que nci es incr eas e. 
Th e pre cis e im pa ct on a carr ie r will depend upon fa ct or s suc h as  the  tyjie of 
equipm en t util ize d, the  ac tu al  cos ts re lat ed  to th e op era tio n, and the  fa re  st ru c­
tu re s invol ved.

In  apply ing  th e sub sidy re du ct io n for mu la,  de pa rtur es  pe r sta tio n per day  wil l 
be de ter mi ned by div idi ng th e mo nth ly de pa rtur es  by th e pr od uc t of the  da ys  
in th e mon th tim es one les s th an  th e num ber of  st at io ns  op era ted . In  or de r 
pr op er ly  to reflect th e de pa rtur es  per for me d in re lat ion  to th e sta tio ns  op era ted  
an d to avoid a dis to rti on  wh ich  wou ld re su lt from th e use  of  s kip-sto p au th or ity , 
we  ha ve  provided th at the  de pa rtur es  on each skip -sto p flig ht be counted  as  if  
th e flig ht had  served each te rm in al  and in te rm ed ia te  po int  des ign ate d on th e 
seg me nt as it is cer tifi cat ed.

Whil e ou r order s will  in th e fu tu re  sp ecifi cally des ign ate  th e cat egory  in which 
a give n ope rat ion  will fa ll,  it  ap pe ar s th a t op era tio ns  un de r ce rta in  au th or ity  
prev iou sly  aw arde d two ca rr ie rs , Bon anz a and  Oza rk, sh ou ld be cat ego rize d as 
su bsidy  red uct ion  op erati on s fo r th e purpo ses  of th e revis ed  cla ss ra te.  Th e 
ro ut es  invol ved ar e as  fol low s :

1. Th e Las Vega s-Los Ang eles  non-stop au th or ity gr an ted Bo nan za in 
Or de rs E- 18 24 4 and E-1 82 59 , and

2. The au th or ity  gr an te d Oz ark  in Orders E- 18 59 0 an d E- 18 84 2 to pro vid e 
non -sto p and one-stop,  vi a Wate rlo o, Iow a, ser vic e bet ween Siou x City and

10 The routes tran sfer red  from Easte rn to Mohawk by Order E-17383. August 14. 1961, and the author ity  gran ted Fr on tie r to provide nonstop service between Billings and Salt  Lake  City and between Billings and Jackson, Wyoming, in Orders E-17494, September 22, 1961, and E-17753, November 22, 1961, were awarded on a non-subsidy basis. Accord­ingly, the  non-subsidy provisions of the  revised rat e are  applicable to them.
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'Chicago, to provide non-s top service  between  Sioux City  and Waterloo, and 
to provide service  between Sioux Fal ls, on the one band , and Sioux City, 
Waterloo, and Chicago, on the othe r hand.

The Board found that  th e Bonanza and Ozark  autho rizations  would res ult  in 
sub stantial profits for the respec tive car rie rs.  Consequently, it withheld the 
issuance of certif icates  pend ing ad hoc amendments to the  class rat e to insure  
th at  the formula would not  give the carri ers subsidy in excess of their  needs.11 
It  is noted that  Bonanza’s newly awarded operations were  reflected for several 
months only, and Ozark’s aw ards  were not reflected at  a ll in the  base  year ended 
Ju ne  30, 1962. Both Bonanza and Ozark have agreed to the  categ oriza tion of 
the se routes as subsidy reduct ion  operations. With  the  exc lusion  of these  opera­
tions from the subsidy computation formula, no subsidy will be paid for  opera­
tions over these routes, hut  it  should be borne in mind th at  these  operat ions will 
not  reduce subsidy un til  the  depa rtures  exceed eight pe r s tat ion  per day.12

Although one of the  purposes  of the non-subsidy and subsidy reduc tion pro­
visions is to minimize the  need for  ad hoc adjustments, where the  applica tion of 
the se provisions will not resu lt in a ra te  adjustment commensurate with  the  
economic impact of the  rou te change, ad hoc ad jus tments will, of course, be 
required.
D. Profit-sharing

While  the proposed revi sions in the  class  ra te  will res ult  in an improvement 
■over the  original class  rate, we would point out  th at  the class  ra te  concept is 
st ill  in the  experimenta l stag es. It  has  not yet  been possible  to refine it  to 
the  poin t where as few va ria tio ns  in return  for  the individual car rie rs will 
res ult  as would be produced und er individually tailored ra tes.”  Therefore, the  
revi sed class ra te  includes a prof it-sharing element as did the  original class rate.

The profit -shar ing prov ision s permit  the ca rri ers to re ta in  all earn ings  up to 
the allowable rat e of re turn  determined in accordance with the  pr incip les estab­
lished by the Board in the Rate of Return Local Serv ice Carriers I nvestigation.1* 
Where a ca rri er’s ann ual  earnings (a fte r applicable income taxes)  exceed its 
fa ir  and reasonable  dif ferent iate d rate of return , such ca rr ie r will he requ ired 
to refu nd a portion of those prof its in accordance with  the  tab le set for th in the  
prof it-sharing formula.

The  profit- sharing provisions of the  revised class  ra te  are basically the  same 
as those of the exis ting cla ss rate, and it is antic ipat ed th at  the methods of app li­
cation will not change. Such changes as have been made have as the ir basic  
purp ose the clarif icatio n of problems in are as which have  a risen dur ing t he  past 
yea r, and require no a dditio nal  explan ation here.

REASONABLENESS OF REVISED CLASS RATE

Based upon tes ts of the  clas s ra te  as applied  to the  individ ual  carriers  and 
cons idering the incentives and flexib ility which have been built into the  form ula, 
we find that  the proposed revi sed c lass ra te  is fa ir  and reasonable and meets the  
need of each ai r ca rri er  und er honest, economical and efficient management  for 
compensation sufficient to ma inta in  and develop ai r transp ort ation , as requ ired 
by section 406 of the Act.

Appendix C shows th at  f or  t he  y ear  ended J un e 30, 1962, a  ra te  scale based on 
departu res  per sta tion  per day by type of equipm ent would have resu lted in an 
equ itab le spread of subsidy among the thi rteen local service car rie rs,  and th at  
the re will be a close conform ance between subsidy payable  u nder such a c lass ra te  
and the  need of the individual car rie rs. Thus, the deviation between class ra te  
subs idy and the ca rri ers’ needs rang es from —19.7 p erce nt for Pacific to +17 .9

11 T he  ad hoc  ad ju st m en ts  wer e m ad e by O rd er s E-1 82 50 , A pr il  24,  1962 (B on an za ) ; 
an d E-1 8843. Se pt em be r 28. 1962 (O za rk ).

13 B as ed  on th e ca rr ie r’s fo re cas ts , th e su bs idy re du ct io n ap pl ic ab le  to  Bo na nz a fo r 
ca le ndar yea r 1963  will  am ount to  $103, 301  (se e App endix F -2 ) , w he re as  Oz ark will  no t 
be af fected  im m ed ia te ly  sinc e it s  fo re cast  sc he du les do no t ex ceed  ei gh t dep ar tu re s pe r 
s ta ti o n  per  day.

13 W he re  an  in di vi du al  su bs idy ra te  ap pea rs  to  re su lt  in  su bs id y in  exces s of  in di vi du al  
ne ed , we  wo uld  o rd in ar ily  reop en  th e  ra te  to  re st ore  th e su bs id y to  a f a ir  an d re as on ab le  
leve l. Ho we ve r, a cl as s ia te  is nec es sa ri ly  ge ared  to  th e need  of  ea ch  ca rr ie r as  a mem be r 
of th e  cl as s,  an d th e re su lt an t v a ri a ti o n s  ar e in her en t th er ei n.

14 O rd er  E —156 96,  Aug us t 26, 19 60 . In  th a t ca se  th e Boa rd  fo un d th a t each  ca rr ie r’s 
re tu rn  sh ou ld  he based on a ra te  of  5.5  pe rc en t on de bt  ca p it al  an d 21 .35  per ce nt on com ­
mo n eq ui ty  ca pit al , as  ap pl ie d to  th e  ca rr ie r’s own ca p it al  st ru c tu re , w it h  a floo r of  ni ne  
per ce n t an d a ce ili ng  of  12.75 perc en t of  to ta l in ve st m en t,  bu t In  no  ev en t le ss  th an  th re e  
cen ts  per re ve nu e p la ne mile  flow n.
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percent for Southern before profit-sharing reductions, and from Pacific’s —19.7 
percent to Southern’s +6.8  percent after  profit-sharing. Not considering Pacific 
and Lake Central, both of whom present special s ituations which are discussed 
below, such deviation ranges from —8.6 percent to +6.8  percent after profit- 
shar ing reductions.

Another example of the equitable nature of the type of formula we propose 
may be found in Appendix D, which shows, for the base period, the deviation 
between class rate  return and each car rier ’s differentiated return as a percent 
of estimated subsidy need. This deviation ranges from —13.7 percent to +3.2 
percent after profit-sharing, or, excluding Lake Central and Pacific, from —4.1 
percen t to +3.2 percent.

The range in rates  of return  for the base period, after federal income taxes 
and profit-sharing, is from Lake Central’s —4.19 percent to Central’s +16.64 
percent. We should note, however, tha t no class rate will produce the precise 
retu rn required by each carr ier.  Some variation in retu rn is inevitable even 
under the best formula. Nevertheless, we are convinced that  the spread of sub­
sidy under the type of formula we propose will be well within the zone of 
reasonableness, and tha t the revised class r ate  will afford each of the members 
of the class a reasonable opportunity to earn a fa ir retu rn on investment, assum­
ing honest, economical and efficient management at  the level of operations 
required by the public interest .

It  appears from the d ata in Appendices C and D tha t two carriers. Pacific and 
Lake Central, may have substandard earnings under the new rate. But an 
analysis of the  circumstances peculiar to each of these carr iers  reveals tha t for 
the futu re period beginning January 1, 1963, the revised rat e will meet their  
needs as well as those of the other eleven local service carriers.

Pacific’s problem seems to stem primarily  from its system yield which is 
now the lowest in the local service industry. However, a very small increase 
in yield undoubtedly will improve its profit position substant ially, and the fare  
increase instituted by the car rier  on February 1, 1963, will go a long way toward 
alleviating it s yield problems. Moreover, the operation of routes granted Pacific 
in the Pacific-Southwest Area Case'5 should show a profit in the near future, 
thereby  improving the carrier’s economic position. We have found tha t these 
routes  should be profitable after the initia l year of operations,18 which is now 
drawing to a close.

Lake Central has excellent prospects for the improvement of its economic 
condition. One of its problems stems from the fact that it was the last local 
service carrier to introduce higher density airc raf t on its system. Current in­
dications are tha t its operating costs a re decreasing as it gains more experience 
with the recently acquired equipment. Moreover, an improvement in the car­
rier 's system yield will resu lt from a fare increase in stituted in November 1962, 
and from increased revenues which will be realized from the operation of rela­
tively lucrative routes, such as the Cincinnati-Detroit route, now that  the ini­
tial period of integration of both routes and equipment is over.

We should note here tha t both Pacific and Lake Central, as well as the other 
locals, will have sufficient flexibility under the revised class rate  to adjust  their 
economic requirements consistent with the provisions of the formula.

RATE FORMULA

On the basis of the foregoing findings and conclusions, we find tha t the fai r 
and reasonable rates  of compensation on and afte r Janu ary  1, 1963, to be paid—

Allegheny Airlines, Inc. 
Bonanza Air Lines, Inc. 
Central Airlines, Inc. 
Frontier Airlines, Inc.
Lake Central Airlines, Inc . 
Mohawk Airlines, Inc. 
North Central Airlines, Inc.

Ozark Air Lines, Inc. 
Pacific Air Lines, Inc. 
Piedmont Aviation, Inc. 
Southern Airways, Inc. 
Trans-Texas Airways, Inc. 
West Coast Airlines, Inc.

for the transportation of mail by aircraft,  the facilities used and useful there­
for and the services connected therewith, between the points between which 
the carr ier has been, is presently, or hereafter may be authorized to transport

18 O rd er  E—179 50,  Ja n u a ry  23 , 196 2. 
18 O rd er  E-1 82 86 , Ma y 1, 1962 .
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mail by i ts certificates of public convenience and necessity are the sum of (a) the 
service mail rates as heretofore  and hereafter established for the carr ier by 
Board orders pursuant to section 406(c) of the Act and (b) the subsidy rates  
for the carr ier as set for th in the paragraphs below.

I. The subsidy rate for each calendar month on and afte r Ja nua ry 1, 1963, shall 
be the  rates  per available seat-mile flown, by ai rcraft types, on the basis of the 
car rier ’s average number of departures per station per day in the month, as 
determined in accordance with Appendix G-l  for the period through June 30, 
1963, and as determined in accordance with Appendix G-2 for the period on and 
afte r July 1,1963. These rates  shall  be applied to the rela ted available seat-miles 
flown by airc raft  types du ring the month. This computation shall be made in 
accordance with the provisions and definitions set forth below.

A. The number of depar tures  performed shall be computed on the basis of 
the actua l departures  performed over the car rier ’s routes pursuant to its flight 
schedules filed with the Board,17 exclusive of (1) depar tures performed as extra 
sections, (2) departures performed pursuant to authority of ei ther  certificates of 
public convenience and necessity or exemption orders issued pursuant to section 
416(b) of the Act which do not include authority to tran sport mail or which 
expressly include mail auth ority on a non-subsidy eligibility basis, (3) de- 
IHirtures performed over route segments which the Board has, pursuant to P art 
205 of the Economic Regulations, authorized the carr ier to suspend for eco­
nomic (as opposed to operational) reasons, or the departures performed in serv­
ing a point which the Board has authorized the carr ier to suspend for economic 
(as opposed to operational) reasons, (4) departu res performed in all-cargo 
service, and (5) departures performed in operations authorized by the Board 
on a non-subsidy or subsidy reduction basis for the purposes of th is order.

B. The available seat-miles flown each month (rounded to the nearest  thousand 
shall be the product of :

(1) The revenue plane miles flown, computed on the direct airport-to -airport 
mileage between the points actually served on each revenue trip operated over the 
car rier ’s route pursuant  to its flight schedules filed with the Board,17 but exclusive 
of (a) trips  flown as extra  sections, (b) trips flown pursuant  to authority of 
either certificates of public convenience and necessity, or exemption orders issued 
pursuant  to section 416(b) of the  Act, which do not include autho rity  to transport 
mail or  which expressly include mail authority on a non-subsidy eligibility basis, 
(c) trip s flown over route segments which the Board has, pursuant  to Par t 205 
of the Economic Regulations, authorized the carr ier to suspend for economic (as 
opposed to operat ional) reasons, o r the ex tra mileage involved in serving a point 
which the Board has authorized the carr ier to suspend for economic (as opposed 
to operational) reasons, (d) trip s flown in all-cargo service, and (e) trips per­
formed in operations authoized by the Board on a non-subsidy or  subsidy reduc­
tion basis for  the purposes of this or de r; and,

(2) The standard number of sea ts for the respective airc raf t types as follows:
Sta ndard

Aircraft type : ge atg

DC-3____________________________________________________  24
CV-240, 340, 440; M-202, 404 ; F-27____________________________ 40

C. The term “station days” shall be deemed to be the cumulative product of 
the airports operated for the carrier times the number of days each is served 
during the month pursuant to Board authoriza tions ; provided, however, t hat  any 
airp ort  serving a point exclusively on (a) trips flown as ex tra sections, (b) trips 
flown pursuant to authority of either certificates of public convenience and 
necessity, or exemption orders issued pursuant to section 416(b) of the Act, 
which do not include authority  to transport  mail or which expressly include 
mail a uthority on a non-subsidy eligibility basis, (c) trips  flown over route seg­
ments which the Board has, pursuant to P art 205 of the Economic Regulations, 
authorized the c arrie r to suspend for economic (as opposed to operational) rea­
sons, or the extra mileage involved in serving a point which the Board has 
authorized the carr ier to suspend for economic (as opposed to operational) rea­
sons, (d) trips flown in all-cargo service, and (e) trips  flown in operations 
authorized by the Board on a non-subsidy or subsidy reduction basis for the

17 For  purpo ses  of th is  ord er,  flagstop  opera tio ns  sha ll be inc luded as  de pa rtu res pe r­
forme d and as  po int s served rega rd less  of  wh eth er or no t physi cal  land in g and de pa rtu re  
ar e ac tu al ly  made.
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pu rposes  of th is  or de r shal l no t be inc luded in the  compu tat ion  of sta tio n days. 
In  comp uting  the  c um ulat ive pr od uc t of sta tio n days, the  numb er of day s in the  
mon th  shal l be based on the  numb er  of days  in the  ca lend ar  month  exc lusive of 
da ys  on which opera tio ns  are  com plet ely suspen ded  due  to a st rik e or sim ila r 
work stoppage.  On any  days  of  p ar tial  red uction of op erati on s due to str ikes  or 
sim ilar  work stoppage, when de pa rtur es  per formed by the ca rr ie rs  ar e less  than  
90 pe rc en t of the  d ep ar tu re s sch edu led  to be perfo rmed fo r suc h days , such  days 
sh al l be cou nted as  a red uced numb er of days  to be ar rive d a t by mu ltip lying 
th e nu mb er  of such  da ys  by th e ra tio of (1)  the  de pa rtur es  per formed on such 
da ys  div ide d by (2)  th e pr od uc t of the  de pa rtu re s sch edu led  to be per formed 
on such  days “  times the syste m average perfo rm ance fa ct or  of the  ca rr ie r dur­
ing  the cor respon din g mo nth  or  months of the  pr io r yea r. The cum ula tive pro­
du ct  of sta tio n days as com puted  above, shall  be fu rt her  red uce d by the  num ber 
of da ys  in  the ca lend ar  mo nth  (to reduce  the  average nu mb er  of sta tio ns  oper­
at ed  by one).

D. Th e avera ge de pa rtur es  pe r sta tio n pe r day shall  he computed as  the 
qu ot ient , to two de cimal places , of the de pa rtu re s per form ed du rin g the  c ale nd ar  
mo nth , pu rsua nt  to  sec tion  I.A. above, div ided by th e st at io n days opera ted  
du ring  the ca len dar mon th, as  s et  fo rth  in sect ion  I.C.

E. Th e den sity of op erati on s fa ct or  d ete rmine d in sec tion  I.D, sha ll be used  to 
de term ine the  subsidy ra te s se t fo rth in Appendices G -l  an d G-2. These  ra te s 
sh al l be mu ltip lied  by th e ap pli ca ble 19 stan da rd  av ail ab le sea t-m iles flown dur­
ing th e sam e ca len da r mo nth , as  com puted in accor dan ce with  section I.B. The  
cu mulat ive pro duct der ive d sh al l he the  com puted sub sid y fo r the ca rr ie r’s sub ­
sid y ope rat ion s.

F. Th e subs idy com puted un de r sec tion  I above sha ll be red uce d by an am ount 
de ter mine d by app lying th e ra te  pe r avai lable sea t-m ile  re la ted to the  average 
de pa rtur es  pe r sta tio n pe r day, as  se t fo rth  in App end ix G-3,  to the  stan da rd  
av ai lable seat-miles  flown in excess of  8.00 de pa rtu re s pe r st at io n pe r day  un der 
op erat ions  per formed pu rs uan t to Bo ard  des ign ation  as  sub sid y red uct ion  fo r 
pu rposes  of th is  ord er.  In  comp uti ng  such reducti on  th e following provis ions 
an d def init ions ap pl y:
( 1 )  Th e numb er of de pa rtur es  per forme d du rin g each ca le nd ar  month  sha ll 

be com puted on a point -to -poin t opera tio n of each tr ip  flown over des ignated 
subs idy red uction ro utes  co un tin g any  and  all  in te rm ed ia te  poin ts, whe ther  
serve d or  overflown, as  tho ug h physi cal lan din gs  an d de pa rtur es  had been 
pe rf or m ed ;

(2 ) Th e avail ab le sea t-m iles flow’n each  mon th (rounded to  the ne ares t thou ­
sa nd ) on subs idy red uction op erat ions  shall  be the  pr od uc t of  (a ) the  rev enu e 
plan e miles flown, com puted on th e di rect  ai rp or t- to -a irpo rt  mil eage betw een 
th e po int s ac tua lly  serv ed on each  rev enue tr ip  opera ted  over the  ca rr ie r’s sub ­
sid y red uc tion ro ut es : and (b ) th e stan da rd  num ber of se at s fo r the respec tive  
a ir c ra ft  types as  se t fo rth  in sec tion I.B. (2)  abov e:

(3 ) “S tat ion days” sh all  be deemed  to  be the  cum ula tiv e prod uc t of th e ai rp or ts  
op erated  fo r the  car rier  time s th e numb er of d ays each  is serve d du rin g the  m onth 
purs uan t to Board  au th or iz at io ns : provided, however , th a t whe re  a city is served  
by more than  one  ai rp or t, an d ser vic e is not  p rov ided between the se ai rpor ts,  such 
cit y shal l be counted as  one sta tio n.  Ai rpor ts which ar e no t exclusively  served  
on desig na ted  non-sub sidy  o pe ra tio ns  and  ar e cou nted in com puting sta tio n days 
fo r sub sid y com putat ion  un de r sec tion  I above, shall  be co nc urrentl y and dup li- 
ca tiv ely  counted in comp uti ng  stat ion day s fo r desig na ted  subsidy  red uction 
op erati on s. In  com put ing  th e cumula tiv e product of stat io n day s un der th is 
sec tion , the num ber  of days in the month  shall  be bas ed on th e num ber  of days  
in th e ca lend ar  mou th exclu siv e of days on which op erati on s ar e complete ly su s­
pen ded  due  to a st rik e or  s im ilar  work stop page. On any da ys  of pa rt ia l red uc­
tion of opera tio ns  due  to st rike s or sim ila r work stoppage,  when the  de pa rtu res 
pe rfo rm ed  by the  ca rr ie r ar e les s th an  90 perce nt of the de pa rtur es  scheduled to 
be perfo rm ed for such day s, such  da ys  shall  be cou nted as  a reduced num ber  of 
da ys  to be arriv ed  a t by mul tip ly ing the  n um ber of such da ys  by the  ra tio  of (1)  
th e de pa rtur es  per formed on suc h days div ided by (2)  th e product of the  de ­
par tu re s schedu led to be pe rfo rm ed  on such days20 time s th e sys tem  avera ge per-

18 B as ed  on th e ca rr ie r’s off icia l sc he du les on  file w ith  th e B oar d  on  th e la s t da y pri or 
to  wor k sto pp ag e.

19 T he  D C-3  ra te  tim es  th e avail ab le  se at -m ile s flow n w ith D C -3  a i r c r a f t ; th e o th er  
th an  DC-3  ra te  tim es  th e av ai la ble  se at -m iles  flow n in  a ir c ra ft  o th er th an  DC -3.

20 B as ed  on th e carr ie r’s official  sc he du le s on  file w it h  th e B oa rd  on  th e la s t da y pri or 
to  w or k sto pp ag e.
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form ance  fac tor  of the carri er  durin g the corresponding month or months of the 
prior yea r. The cumul ative  pro duc t of the sta tion days, as comp uted above, s hall  
be fu rth er  reduced  by the number of days  in the  cal end ar mon th (to  reduce the  
ave rage nu mber of s tations  op erat ed by o ne ).

(4 ) In  com puting the  de pa rtu res  perform ed per  st ation per  d ay for  each  month 
on subsidy reduc tion rout es the  provision s of section  I. D. sha ll apply.

(5 ) The  available seat-miles re lat ed  to average de partu res  in excess of 8.00 
per  sta tio n per  day shall  be comp uted as follows: (a ) divide  the  availab le seat- 
miles as computed under section I. F. (2 ) by the average  dai ly dep arture s per 
sta tion computed under sectio n I. F. (4 ) ; and (b ) mul tiply  the average daily  
departu res  in excess of 8.00 as der ived unde r section I. F. (4 ) by the avail able  
seat-m iles per  daily  departu re pe r stat ion  as deter mined in item  (a ) of thi s 
par agr aph .

G. The  subsidy otherwise pay able to the  ca rri er  und er th is section  I above 
shal l be red uced by the a mount of any  a dju sted ann ual cap ital  gain  in accordance 
with  the provisions set forth  in Appendix B to Orde r E-141 04,  dated Jun e 24, 
1959, as such Appendix B may be amended from time to time, and  said  Appendix 
B is here by incorpora ted therein  by  refe rence.

II. The subsidy o therw ise pay able to  the c ar rie r u nde r this  se ction  I above shall 
be sub ject  to reduc tion in accorda nce with  the Prof it-Shari ng term s and  condi­
tions specified in I I below.

II.  The  Annual subsidy oth erw ise  due and payable to each ca rr ier pur sua nt 
to I above, sha ll be subje ct to red uct ion  to the ext ent  th at  the  ca rr ie r’s earnin gs 
for  ca len dar  year 1963 and  each  succeeding calend ar year exceed the  ca rr ier’s 
fa ir  and  reaso nable diff erentia ted  ra te  of return , in accordanc e wit h the  pro ­
visions  set  forth  below. In  the  eve nt th at  this  class ra te  ter mi nates  prio r to the 
las t day  of a calend ar year and  is not superseded by a clas s ra te  conta ining  
profit-sharing provisions, the  subs idy otherwise due and  payable  to each ca rri er  
pu rsu an t to section I for any such  period  of less than  a cal end ar year shall  be 
sub ject  to reduc tion in like man ner,  provided  th at  the  results of the  ca rri er  for  
such perio d shall  be adjusted to e lim ina te seasonable d istortion s.

A. Each ca rri er ’s fa ir and reason able  diffe rent iated ra te  of ret ur n shall be 
the  weighted avera ge ra te  of re tu rn  arri ved  at  by apply ing ra tes of 21.35 %, 
7.5% and  5.5%  to the common stock  equity, pre fer red  stock equi ty and debt  
compo nents of recognized inve stme nt, respecti vely; provided th at  (1 ) the  max i­
mum ra te  of ret urn computed in accord ance with  the  prece ding port ion of this 
pa rag rap h shall  not exceed 12.7 5% (a ft er  applic able income ta xe s)  and shall 
not be less tha n 9.00%  (a ft er  appl icab le income ta xe s) , and (2 ) in no event 
sha ll the  fa ir  and reasonable  dif ferent iate d ra te  of ret ur n be less tha n the  
equ ival ent of three  cents  (a ft er  applicable  income tax es ) per revenu e plane 
mile flown (in  accorda nce wit h the definition of revenue pla ne miles flown as 
defined in I. B. (1 ) above).

B. In any  case wher e a ca rr ie r’s ann ual  earnings (a ft er  applicable income 
ta xe s)  exceed its fa ir and reas ona ble differen tiated ra te  of ret urn , such ca rr ier 
sha ll ref und  a portion  of such prof its to the ext ent  indicated in the Table below 
to the  Bo ard  as  subsidy not due t he  c a rr ie r:

Percentage of Profits Refunded  try Carrier
Ra te of ret ur n (a ft er  tax es)  :

0 per cen t to I ) 21________________________________________________
I) to 15 perc ent_________________________________________________
Over 15 percent_________________________________________________

0
50
75

21 D repres en ts  the fa ir and  reasonab le di ffe ren tia ted  ra te  of re tu rn  fo r eac h ca rr ie r as 
defined in II . A, above.

The ref un d otherwise due and payable  to the  Governm ent pu rsu an t to this  
section sha ll be increased by the  amount of the income tax  savi ngs  e stim ated  to 
accru e to  th e carri er as the resu lt of su ch refund.

C. In apply ing the  Table  in B, above, the amounts due to be refu nded to the  
Boa rd in any  cale ndar  year sha ll be determ ined by offsetting  aga inst profi ts 
exceeding the  diffe rent iated  ra te  of ret urn in th at  year, the  amou nt of any 
earnin gs deficiency of the ca rr ie r in the  two preceding cal endar years . An 
ear nin gs deficiency is defined as th e amo unt by which the  ca rr ie r’s earn ings 
(a ft er  applicable income taxe s) in a calend ar yea r are  less than  the  fa ir  and 

reas ona ble diffe rent iated r etu rn  specified in I I, A, above.

40-66 2—65----- 5
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II I.  In  apply ing the provisions of II,  above, the  revenues and  othe r income 
items, expenses, inves tmen t and income taxes shal l be dete rmined in accord­
ance w ith  the  provisions  of th is sectio n I II .
A. Revenues

1. The revenues shal l be those  reporte d by each carrier on i ts Form  41 reports  
to the  Board, provided th at  such reports  are  cons isten t with the  repor ting 
requ irem ents  of the Act and  the Board ’s Regulations (pa rticu lar ly Pa rt  241, 
of the Board ’s Economic Reg ula tion s) and th at  such reports  reflect accounting 
practic es cons isten t with the  ca rr ie r’s pract ices in reports  for  prior periods, 
except in cases where the  ca rr ie r obtains, in the final com puta tion under this 
section  I II , Board approval  of a change fo r purposes of th is o rder .

2. The  revenues reported b ut not  complying with  1, above, sha ll be ad justed to 
comply there with in applying t he  provisions of II , above.

3. Reven ues reported from non -tra nsp ort  activities or from transactio ns with  
affilia tes sha ll be excluded unless the  profit (a fte r income tax es)  to the car rie r 
from such activities exceeds the fa ir  and reasonable  di ffer ent iated ra te  of return  
for the  ca rri er  for  ai r tra nspo rt operations, in which case such excess shall be 
utili zed for  the purpose of II,  above. For  the  purpose of thi s entire  section II I, 
the term  affiliate (or affilia ted) sha ll be deemed to include any “associated 
company” as defined in Section 03 of the Uniform System of Accounts, or any 
relatio nsh ip defined as “affiliated” in Sec. 261.8(b) of the  Board ’s Economic 
Regulations, as amended.
B. Opcratin ff expenses

1. The operating  expenses shall be those reported by each ca rr ie r on i ts  Form  
41 rei>orts to the Board, prov ided  th at  such repo rts are  consistent with the re­
por ting  requ irements of the  Act and  the  Board’s Regula tions  (pa rtic ula rly  Pa rt 
241, of the  Board's Economic Regulations)  and that  such rep ort s reflect account ­
ing practices consis tent with the  ca rr ie r’s accounting  in  p revious periods, except 
in cases where  the carrier obta ins,  in the final computation  und er this section 
II I,  Board  approval of a change for  the  purpose of thi s orde r, and, provided 
furth er , that  rei>orting and acco unts not complying w ith  thi s pa rag rap h 1, shall 
be ad jus ted  to comply therew ith  in applying the provis ions of II , above.

2. The operating  expenses otherw ise reported or dete rmined in accordance  
with par agr aph  1, above, sha ll be subj ect to the condit ions set forth  below.

3. N on-allowable expenses: The  following  expense  items  sha ll not be recog­
nized and  shall be disallowed :

a. Any expense prohibited  by the Act, or any other provision of law, or regu­
lation of the Board or other agency  of Governm ent;

b. Fines or other similar  pen alt ies  accrued, or paid, as the  resu lt of v iolation 
of law or in vio lation of any associat ion rule  or by-law ;

c. All financing costs and cos ts rela ted  to financing ;
d. Lobbying  c os ts;
e. Compensat ion, in any form  whatsoever, paid directly or  indi rectly to or 

on b ehalf of any officer, direc tor, or employee, of the ca rri er  in excess of $25,000 
per an nu m ;

f. Any payment made directly  or indirectly , in any form whatsoever, to or on 
behalf of any  officer, director or  employee of the car rier , or to or on behal f of 
any stockholder owning in excess of a one jiercent  stock intere st, to the  extent 
that  such payment exceeds the r easona ble  value of the goods or services rec eive d;

g. Any payment to direc tors,  officers, or employees in the  na ture  of bonuses 
related to  profits or  representing a  shar ing  of prof its ;

h. Any form of dues (inc luding init iati on fees) expensed on behalf of the  
ca rri er  or any officer or  d irector, unle ss such dues are  fo r membership  in  a  busi­
ness, p rofessiona l or t rad e orga niza tio n;

i. Any self-insurance or oth er acc rua ls requ iring Board  approval of the basis 
of acc rual, unless approved for both  account ing and subsidy purposes  by the  
Boa rd :

j. Expenses  incu rred  or accrued  for  route proceedings in which the  car rie r is 
an unsuccessful applicant, or is an  intervenor,  or partic ipa tes  pursu ant to Rule 
14 of th e Bo ard’s Rules of  P ra ct ic e;

k. Expenses in proceedings befo re the  Board for witnesse s oth er than the 
ca rri er 's personnel  or cons ulta nts  hir ed  by the c arr ie r;

l. Contribu tions for chari tab le or  s imi lar purposes ;
in. Prem iums for life insu rance on the  life of any oflicer, dir ector or employee 

where  the  company is a named  bene ficia ry; provided however, th at  the proceeds
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of any such life insu ranc e sha ll not  be considered revenue of the  c arr ier  for the 
purposes  of th is section I I I ;

n. Expenses incu rred  in non -transport act ivit ies excep t to the exten t th at  
such expenses are  offset ag ain st revenues from such act ivi tie s in accordance  
with  I II.A.3.,  ab ov e;

o. Any expense  related to stock options granted to employees where the amount 
cha rged is based on th e difference between the option price  a nd  the market value 
of the  stoc k;

p. Any othe r expense which is not  reasonably related to the  a ir  t ran spo rt serv­
ices o f t he carr ier.

4. The  following expenses shal l be capitaliz ed and  deferred as set for th 
below : 23

a. Expenses incurred  or acc rued by a carri er  for proceedings involving the 
issuance, alte ration, amendment, modification or suspension of autho rity  g ranted 
by the Board in a certif icate  of public  convenience and  nece ssity  or exemption 
and for  preparation for the ope ration of new routes pu rsua nt  to such action 
sha ll be held in suspense, for the purposes of thi s order,  pend ing final deter­
mination of the mat ter. Subject to the othe r provis ions of section II I, and pa r­
ticula rly  section III .B.3J. , such expenses shall be recognized by amortiza tion 
over a period of five years, or, in the  case of a new route aw ard , over the  d ura ­
tion of the  awa rd if less tha n five years. The amorti zat ion  sha ll commence as  
of the  effective date of the  newly  issued certi ficate or exemption, or as of the 
date of inst itu tion of th e change in service whichever is later .

b. Expenses  incurred  or accrued for  projects involving the  inte gra tion  of new 
types  of ai rc ra ft or services and other preparatio ns for alt erati on s in opera­
tional cha rac teri stic s, and those  pro jec ts of a  non-recurr ing na tu re  shall  be held 
in suspense pending completion of the  project. Subject to the  other provisions 
of section II I,  such expenses shall  be recognized by amorti zat ion  over a period 
of five yea rs commencing as of the  da te  of completion of the project.

5. Accruals to obsolescence and dete rioration reserves  for flight equipment 
spare pa rts shall  be recognized only  to the extent  indicated be low :

(1) Fo r DC-3 flight equipment  square par ts, the accrual shall be recoguized 
insofa r as it does not exceed one percent per month of the value of the inventory 
properly  recorded in account 1310; for othe r piston and  turbin e low ered flight 
equipment spare par ts the  acc rua l sha ll be recognized insofa r as it  does not ex­
ceed one-half of one percent per  month of the inven tory prop erly  recorded in 
accou nt 1310.

(2) The  maximum reserve acc rua l to be recognized shal l be 50 pe rcent of the 
appl icable inventory  properly reco rded  in accoun t 1310. Charges  to expense re­
sult ing from  increasing the rese rve accrual above 50 percent  sha ll not be recog­
nized.

6. The following  expenses shal l be recognized to the extent  ind icated below:
a. Expenses incurred  by the ca rr ie r in dealings with  an affilia te (including a 

sep ara tely  operated  division) sha ll be recognized only to the  extent  that  the 
charg es by the affiliate do not exceed cost plus a proper share o f overhead, includ­
ing a cap ita l cost (a t a level not  in excess of the ai r ca rr ier’s own fa ir  and rea ­
sonable diff erentia ted rat e of re tu rn ) and  applicable income ta xes ;

b. Costs which resu lt from transactio ns  not at  a rm ’s length, dealings involving 
conflicts of inte rest , or involving frau d shall  be recognized only to the  extent 
th at  such costs do not exceed reasonable l evels ;

c. In case the  car rie r enters  into a sale of equipm ent with a provision for 
lease-back of such equipment or s im ila r equipment, any cost exceeding tha t which 
would have been incurred had such sale  and lease-back not occurred will not  b» 
recognized.

7. The depreciation expense to be recognized for flight equipment (includ ing 
hulls  and  all rela ted flight components) shall  be subject to the  following  add i­
tional specia l rules  and  con dit ion s:

a. For  flight equipment acqu ired and  placed into service pr ior  to Jan uary 1, 
1961. the recognizable expense shal l be based on the remaining depreciable  value 
recorded as of December 31, 1960. plu s the  depreciable cost of any  bet term ent  or 
improvement subsequent to th at  date, provided that  such value does not exceed

23 N ot with stan ding  the  pro vis ions of  sub sec tions a. and  b., of th is  sec tion, whe re the  
Board, pr io r to  Ja nu ar y 1, 1961, ha s es tabl ish ed  a final subs idy ra te  which  would  o therwise  
be app licabl e on and af te r Ja nu ar y 1, 1961, am or tizati on  shal l be reco gnized  as per  such 
final  ra te  ord er.
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the  dep rec iate d original cost, inclu ding  bett erm ents  or improv ements , of such 
equipme nt to the ai r c ar ri er ;23

b. Fo r fligh t equipme nt acquired and placed into service on or  a fter  J an ua ry 1, 
1961. the recognizable expense sha ll be based on the  depreci able orig inal cost of 
such equipm ent (inc luding bet term ents, or improvements and capi talized  inter­
es ts)  to the ca rr ie r:

c. The  minimum  service lives an d resi dua l values to be recognized for flight 
equip ment (incl uding hulls and all rel ate d components) shal l be as set forth in 
the followin g ta bl e:

Equipment type
Service life 

(years)
Percent
residual

value

D C -3 _______ ______ ______ _____________________ _____ __________ 3 in
All other piston-powered  aircra ft ____________________________________ 7 15
Turbo pro p a ir cr af t._______________________________________________ 10 15

d. The service life of each ai rc ra ft  type shall  be deemed to commence as of 
the  da te of its introd uctio n into reg ula rly  scheduled service. The  remain ing 
service life  for  air cra ft placed into servi ce prio r to Janu ary 1, 1961, shall be 
computed by sub trac ting  from the ye ars  of service life assigned by the  ca rrie rs,24 
the  service life expired prior to Ja nu ar y 1, 1961, for which deprecia tion has 
been accrue d by the  carri er for such flight equipment.

e. The rem aining deprec iable value derived in subsections a. and  b., above, 
sha ll be spread  out equally each month from Janu ary 1, 1961, for wa rd over the 
rem aining service life  derived in su bsect ion d., above.

f. Fo r the  purpose of this pa ragrap h 7, the  other wise  recogniz able depreciable 
cost for ai rc ra ft  hulls and engines  shall be reduced by the valu e of the  “built- 
in-ov erhaul,” such value to be determ ined  at  a reasonable  level consiste nt with 
pri or and  ant icip ated experien ce; Prov ided , however, th at  wh ere  ai rc ra ft are 
mai ntai ned  on a  “block” overh aul basis, the  deprecia ble cost sha ll be reduced by 
an amou nt equal to the  value  of the overhau l remaining  at  run -ou t-ti me 25 before 
the  block over haul  is performed, plu s an amo unt represen ting  the  value  of the 
hou rs rem aini ng at acquisition  to the nex t block ove rhaul,28 re gar dless of w hether  
the  requ ired  overhaul proce dures  ar e completed in one stage  or in multip le 
stage s wi thin the  authorized block; Prov ided  furth er,  th at  where ai rc ra ft are 
mai nta ined on a “continuous”  overhau l basis, the  depreciable cost shal l lie re­
duced by 50 percent of the value  of th e “bui lt-in-o verhaul.”

8. Maintenance  charges will be reco gnized  c onsis tent with  the  built-in-overhaul 
principle  of amo rtiza tion  of ove rhaul costs. Accruals to a reserv e for future  
overhau ls and  overhauls expensed on a cash basis  will not be recognized. How­
ever, wh ere  over hauls are  ma inta ined on a “contin uous” basis, cash  expensing 
of each overhau l procedure will be recognized if the charges to expen se for each 
accou nting  period appr oxim ate thos e charges  which would have obtain ed under 
the overhaul  amo rtiza tion  principle .

C. Inve stm ent
1. Subject to the same require men ts as to compliance with  th e Act and the 

Boa rd’s Regulations, as set for th in II I.  A, and B, above, the  inve stme nt shall 
lie the ave rage of the  balance shee ts repo rted  for the  four qu ar ters  of calen dar 
year,  for  which section II,  above, is being applied, and the  year -end  balance 
sheet for  the  immedia tely preced ing year,  with  one-half  weig ht accorde d the  
opening a nd  closing  bala nce sheets.

2. The investme nt shall lie sub ject to the  add itional special rules and condi­
tions  s et forth  belo w:

23 W he re  a fin al su bs idy ra te  has be en  es ta bl is he d fo r a ca rr ie r ap pl ic ab le  to  a pe rio d 
pri o r to  Ja n u a ry  1. 1961, th e re m ai nin g de pr ec iabl e va lu e recogn ize d fo r th e pu rp os es  of 
th is  ord er  sh al l not exc eed  th e  co st  ba se d on th e  de pr ec iabl e va lu e an d dep re ci at io n ra te s 
reco gn ized  in  such  fin al or de r (o r o rd ers ).

24 S ub je ct  to  th e minim um  se rv ice live s as se t fo rt h  in  se ct io n I II . B. 6. c., ahove.
23 I n a fo u r blo ck ov er ha ul  th is  wo uld be ex pr es se d as  37 % pe rc en t of  th e es tim at ed  

“o ne -sho t” over hau l co st . The  ru n-o ut per ce nta ge fo r a five blo ck ov er ha ul  wo uld be 40 % , 
fo r six — 41% % , etc. „ . . .. . . ,

26 D et er m in ed  b y : (a ) di vi di ng  th e es tim at ed  “o ne -sho t”  ov er ha ul  co st  by  th e to ta l 
au th or iz ed  ho ur s:*  an d (b)  ap ply in g th e  ra te  pe r ho ur  de te rm in ed  in  ( a ) , to  th e blo ck 
ov er ha ul  hour s re m ai ni ng  a t ac qu is it io n.
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a. Notes payable due beyond three months shall be treated  at  long-term debt;
b. Non-operating property shal l be ex cluded ;
c. The air  car rier ’s investment in any affiliated or non-transport activity shall 

be recognized only in the event th at  the profits (a fte r income ta xes ) reported by 
the air car rier  from such company or activity exceed the fai r and reasonable 
different iated return of the air car rie r and such profits are utilized to reduce 
the air  carr ier's  subsidy, otherwise payable under section I, above.

d. The investment shall not include the cash or other value of any life in­
surance policy covering any company e xecut ive;

e. The investment shall not include equipment replacement funds derived 
from sale of flight equipment, but such funds shall be recognized only when re ­
invested in property which is productive in the car rier ’s tran spo rt operations;

f. The investment shall not include equipment purchase deposits, capitalized 
organizational expense, capital stock expense, unamortized discount and expense 
on debt, and /or special funds such as sinking funds as specified in Account 
1550 in the Uniform System of Accounts;

g. Working capital in excess of the  equivalent of three months’ operating ex­
penses, exclusive of depreciation and amortization, shall be exc luded;

li. Reserves accrued through  charges to operating expense (excep t depreci­
ation, airwor thiness  and other valuat ion reserves) will be trea ted as a current  
liability for the purpose of this p arag raph  C ;

i. Funds reflected in construction work in progress related  to properties prior 
to thei r entry into useful service shall be recognized only if  capitalized  interest 
on such funds is not claimed as a pa rt of the car rier ’s investment rate  bas e;

j. In computing working capit al for i»eriods commencing Jan uar y 1, 1963, 
accruals of subsidy payable for each balance sheet date shall be made pursuant 
to the rat e established by this Order;  Provided, however, where a mail rate  
period is open prior to January 1, 1963, such working capital shall  reflect the 
subsidy payable to the air car rier  p ursu ant to the most recent Board order fixing 
the ca rrie r’s subsidy rate  for such period.

D. Other income and nonoperating expenses
In applying section II, above, al l income to the carr ier (other  than  retroactive 

subsidy and capital gains on flight equipment qualifying pursu ant to section 
40 6(d)  of the Act and the Board’s Regulations, there under) shall be included 
whether such income is recorded as revenue, non-operating income and/or 
Special Inco me; but only the following classes of non-operating exi>enses shall be 
recognized:

1. Capital  losses on ground equip ment ; and
2. Non-routine foreign exchange adjustments.

E. Where an adjustmen t is required  and effective pursua nt to the provisions 
of par agraph III . A. or B. or C. or D. above, such appropriate adjustments  shall 
be made for the purpose of all other provisions of this section II, where sound 
accounting practice  and consistency so require.

F. Income taxes
Federal and State income taxes shall  be determined on the basis of the carr i­

er’s income tax  re turns  for each yea r a s submitted to the taxing authori ties, with 
such amendments or revisions as may have been filed as of the  date  of the finan­
cial determination of excess profits; Provided, tha t the impact of net operating 
loss carryba cks and carryovers will be included in determining income taxes to 
be recognized; Provided fu rthe r, th at  for the purposes of this section, taxes re­
lated to capita l gains or to income from non-transpor t ventures, to the extent 
tha t such income is not otherwise used as a reduction of subsidy, and to awards 
of retroactive subsidy shall not be recognized.

Carrie rs whose tax return s are filed for a 12-month period not coinciding with 
a cale ndar year  shall submit a pro forma  tax  re turn for the calendar year, which 
return shall be prepared on bases consistent with the returns of t ha t c arri er filed 
for the l ast fiscal year with the appr opriate tax authorities.”

An app ropr iate order will be entered.
Boyd, Chairman. Murphy. Vice Chairman, Gurney, Minetti and Gillilland, 

Members, concurred in the above Statement.

”  A reconciliation of such pro form a re tu rn  with the car rie r’s reported ope rating resul ts 
will be required.
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Appendix A-2

Local service class sub sidy rate—Scale  of subsidy rat es per available seat-mile 
as related to average departures per s tat ion  per day, 12 months  ended June 30, 
1962

A ve ra ge  d ep a rt u re s  p er s ta ti on  p er  d ay D C -3
equ ip m en t

All o th er 
eq u ip m en t

4.50  a n d  u nder ___________________________________________________________
Cents

3.0000
Ce nts

2.0600
5 ...................................................................... ........... .............................................. ................ 2.7125 1.9000
6 .......................... .................................. ..................... ................................................................. 2.4583 1. 7650
7 .............................................................. ..................... ................................................................. 2.2083 1.6438
8 ................................................................................. ............... . ............................... - ............ 1.9688 1.5500
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Appendix  A-4

Local service class subs idy rate—Calculation of Federal income taxes hyp otheti­
cal application of  class rate, 12 months ended  Ju ne 30,1962

[I n th ou sa nd s of do llar s]

Car rier
In co me  

bef ore  tax  
an d  pr of it  
sh ar in g i

Rep or ted
in terest
expe nse

Ta xa ble
income

Inco me  ta x 
a t 52 pe r­
ce nt  less

$5,500

Ta x redu c­
tio n for 
profit 

shari ng  ’

T ota l
inc om e

tax

All egh eny 1,6 47 645 1,0 02 516 516

Bo na nz a___________________ L 649 300 1,3 49 696 42 654

C en tr al ____________________ 802 40 762 391 161 230

Fr on tie r 580 155 425 216 216

"Lake Ge.nt.ral —214 195
TVT oh aw k 1,0 07 450 557 284 284

N o rth  C en tr al b 636 251 1,3 85 715 157 558

O za rk _____________________ 1,4 69 125 1,34 4 693 253 440

Pacif ic 518 353 165 80 80

P ie dm ont__________________ 1,3 80 396 984 506 14 492

So ut he rn __________________ 1,2 96 179 1,1 17 575 259 316

Tr an s- Tex as ________________ 876 102 774 397 52 345

W es t Co ast 1,1 62 224 938 482 482

T o t a l. .. ______________ 13,80 8 3,4 15 10,8 02 5,5 51 938 4,6 13

1 A pp . A -l .
s  A pp . A-3 .

LO C A L SE RV IC E C LA SS  SU BS ID Y RA TE

SVBSlflY  RATES AND ADJUSTED SUBSIDY REQUIREMENT PER AVAILABLE SE AT -H UE  RELATES TO
AVERAGE DEPARTURES PER STATION PER OAT

Ave ra ge De pa rtur es  per Sta tion per Day
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Ap pe n d ix  B - l
Local service class subsidy rate—Computation of estimated subsidy need, 12 

months ended June SO, 1962

C ar ri er

A lleg he ny ____________________________________
B onan za______________________________________
C e n tr a l........................... ......... ........... .............................
F ro n ti e r............ ....................... ........................................
L ak e C en tr a l_________________________________
M ohaw k_________________ ____________________
N o rt h  C en tr a l.................... .................................... ..
O za rk ________________________________________
Pac if ic _______________________________________
P ie d m o n t_____________________________________
S outh er n_____________________________________
T ra ns- T exas__________________________________
W est  C o as t___________________________________

T o ta l___________________________________

A dju ste d  
opera ti ng  

bre ak -e ven  
need  •

Dif fe re n­
ti a te d  r a te  
of r e tu rn  3

Pro vis io n 
for ta x e s 3

E sti m ate d
su bsi dy

nee d

$4, 958,140 $1,228,680 $621,500 $6,808 ,320
1,781 ,08 8 876,574 613,171 3,270,8 33
3,8 15 ,02 0 201,207 163,448 4,17 9,67 5
6, 331 ,359 553,236 419,890 7,304,485
4,190,  746 460,887 277,119 4,928, 752
3, 785,457 938,461 517 ,266 5,241,184
6, 805,895 632,453 401,851 7,84 0,19 9
3, 730,078 436,163 325,260 4,491 ,501
3,0 88 ,01 2 863,008 541,019 4,492,039
3, 215,992 846,672 476,562 4,539,226
3,981,  242 336, 281 158,362 4,475,885
4,1 39 ,82 9 387,458 298,097 4,825,384
3,9 86 ,94 6 715,881 520 ,970 5,223,797

53,8 09,804 8,476,961 5,334, 515 67,621, 280

1 A pp . B -2 . 
1 A pp . B -3 . 
3 A pp. B -4 .

Appe n d ix  B- 2
Local service class subsidy rate—Computation of adjusted! break-even need, 12 

months ended June 30,1962

C ar ri er

A lleg hen y____________________________________
B onan za______________________________________
C e n t r a l .. ............... ..........................................................
F ro n ti e r____ __________________________________
L ake C e n tra l. ._____________ ____ ______ ______
M ohaw k__________________________ ____ ______
N o r th  C e n tr a l________________________________
O za rk ________________________________________
P a c i f ic .. ...........................................................................
P ie d m o n t_____________________________________
S outh ern ______________________ ____ __________
T ra n s-T e x as ...................................................................
W es t C o as t......................... ............................................

T o ta l___________________________________

R eport ed
oper at in g

bre ak -e ven
ne ed

C ar ri ers ’ 
ad ju st m en ts  1

O th er
ad ju stm en ts  3

A dju st ed
oper at in g

br ea k-e ven
nee d

$5,0 63,740 —$20,600 -$ 85,0 00 $4,958,140
1,834, 588 -6 ,1 0 0 -4 7 ,4 00 1,781 ,088
3,835, 520 -5 ,5 0 0 -1 5 ,0 00 3,81 5,02 0
6,4 06,859 -3 9,0 00 -3 6 ,5 00 6,331,3 59
4,05 9,346 141,000 -9 ,6 0 0 4,190,746
3,859,657 -5 9 ,5 00 -1 4 ,7 00 3,785,457
6, 944, 395 -8 7 , 700 -5 0 ,8 00 6,80 5,89 5
3, 745, 778 -1 1 ,2 00 -4 ,5 0 0 3,730,078
3,1 59,712 -7 1 ,0 00 -7 0 0 3,088, 012
3,267,342 -6 ,4 5 0 -4 4 ,9 00 3,215,9 92
4,025 , 942 23,300 -6 8 ,0 00 3,981,242
4,207, 029 -4 4,1 00 -2 3 ,1 00 4,139,829
3,992,946 -6 ,0 0 0 3,98 6,94 6

54,402 ,854 -1 86 ,8 50 -4 06,2 00 53,809,804

1 A s re port ed  b y  th e  ca rr ie rs  for th e  y ea r ended  D ec . 31, 1961, t o  c arr ie r pay m en ts  se ct io n  in  co nn ec tio n 
w it h  th e com p u ta ti o n  for pr of it sh ar in g  o r ea rn in gs de fici en cy .

* T o  ref le ct  e s ti m ate d  r at em ak in g ad ju st m en ts  to  th e  ye ar  e nde d Ju n e  30, 1962, w hic h  ar e n o t co ns id er ed  
for  pro fi t sh a ri n g  an d  ea rn in gs  de ficien cy  dete rm in a ti o n , su ch  as  ac cr ue d vac at io n  a n d  e n te r ta in m en t ex­
pe ns es . See ap p . E , O rd er  E -16380 , ad op te d  F eb . 16,1961.
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Appe n d ix  B -4

Local serv ice class subsidy rate—Est ima ted  return  and computed tax 
requirement , 12 months ended Jun e 80, 1962

Ca rri er

Al leg he ny _______________________ _________
B on an za ..................................... ................................
C en tr al ........................................... . ..........................
F ro ntier ................ ................ . ....................................
La ke  C en tr al ........... .............................. . ..................
M oh aw k__________________________________
N or th  C en tr al ......... . .......................... .......... ..........
Oz ark_____________ _____ __________________
Pa cific ...................................................................... ..
P ie dm on t__________________________________
So ut he rn _______ ____ ___________ __________
Tra ns -T ex as ........................................................ .......
We st Coa st .............. .............. . ................... . ............

T ota l......... ................ .......... . ...........................

Diff er en ti­
ate d r et urn  

el em en t

In te re st  ex­
pen se

Ta xa ble in­
com e

Pr ovision  
for taxe s 1

$1 ,228 ,680 $64 4,410 $584, 270 $621 ,500
876 ,574 299 ,993 576, 581 613,1 71
201 ,207 39, 755 161 ,45 2 163,448
553 ,236 155,068 398,1 68 419,890
460 ,887 194,608 266,3 79 277 ,119
938 ,461 450,408 488,0 53 517 ,266
632 ,453 250 ,937 381,5 16 401,851
436 ,163 125,346 310 ,81 7 325 ,260
863 ,008 353 ,029 509 ,97 9 541,0 19
846 ,672 396 ,192 450 ,48 0 476,562
336 ,281 179,524 156 ,757 158,3 62
387 ,458 101,715 285 ,74 3 298, 097
715 ,881 224 ,409 491,4 72 520 ,970

8,47 6,9 61 3,4 15 ,29 4 5,06 1,6 67 5,3 34 ,51 5

1 Ta xa ble i nc om e loss $5,500, div ided  b y 48 pe rc en t pl us  in te re st  e xpense , less re tu rn .

A p pe n d ix  C

Local service class subsidy rate— Comparison of class rate subs idy with 
indiv idual carrier need, 12 months ended Ju ne 80,1962  

[I n  th ou sa nd s]

Ca rri er
E st im at ed  

su bs id y 
ne ed  1

Cla ss ra te  s u b si d y 1
Pe rcen tage  de viat ion of 

cla ss ra te  su bsidy  
fro m nee d

Befo re
pro fit

sh ari ng

Af ter
pro fit

sh ar ing

Bef ore
pr of it

sh ar ing

After
pro fit

shari ng

Al leg heny________ ____________  ______ $6 ,80 8
3,2 71  
4,18 0 
7,3 04  
4,9 29  
5,2 41 
7,8 40  
4,49 2 
4,4 92  
4,5 39  
4, 476 
4,82 5 
5,22 4

$6,6 05
3,4 30 
4,6 17 
6,9 12 
3,9 76 
4,7 93 
8,4 42 
5,19 9 
3,6 06 
4,5 96 
5,2 77 
5,01 6 
5,1 49

$6, 605
3,3 50  
4,3 08 
6,9 12  
3,9 76 
4,7 93  
8,1 41 
4,7 12  
3,6 06  
4,5 68 
4,7 78 
4,9 16 
5,1 49

- 3 . 0
4. 9

10 .5
—5.4

- 1 9 .3
- 8 . 6

7. 7
15 .8

- 1 9 .7
1.3

17 .9 
4. 0

- 1 . 4

- 3 .0
2.4
3.1

- 5 .4
- 1 9 .3

- 8 .6
3. 8
4.9

- 1 9 .7
.6

6.8
1.9

- 1 .4

Bon an za _________________  _____  _____
C en tr al ______ ______ ________ ________
F ro nti er .,  . .  ______ ___ ____ ________
La ke  C en tr al ______ __ _  . .  ______ _
M oh aw k___  ___________________  ____
N or th  C en tr al ______ _______ _________
O za rk _____ ________ _________ ..  ______
Pacif ic______ __________ . ____  . . .
P ie dm on t________ . ,  ............... ............ .....
So ut he rn ______ __________ ____________
Tr an s-Te xa s___________________ ________
W est C oa st _________________ __________

T ot al ............... .......................................... 67 ,62 1 67,618 65,814 0 - 2 .7

1 A pp . B -l , 
* A pp . A -l ,
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A pp end ix  D

Local  service class subsidy rate— Rate of re tu rn 1 2 on investment under class rate 
form ula,  12 months  ended June  30,1962

R at e of re tu rn  on in ve stm en t 
(p er ce nt )

D ev ia tio n of clas s 
ra te  re tu rn  from 

di ffe rent iat ed  re tu rn

Cla ss ra te  re tu rn  
de via tio n a s pe rcen t 
of est im ate d su bs id y 

nee d

Clas s ra te

Differ­
en tia te d

ra te
Before
prof it

sh ar ing

Aft er
profit

shari ng

Befo re
pro fit

sh ar ing

Af ter
pro fit

sh ar in g

Before
pro fit

shari ng

After
pro fit

sh ar ing

Al leg he ny ................. .....................
B an an za ____________________
C en tr a l.......... — . .........................
Fro nt ie r..........................................
Lake C en tr al .................................
M oh aw k_________ ______ ____
N or th  C en tr a l_____________ . .
Oz ark __________ _____ _______
Pacif ic___________ _______— .
Pi ed m on t.......................................
So ut he rn ........ .......... .....................
T ra n s-T e x a s .. ............. . ..............
We st C o a s t. .................................

Ave rag e t o t a l .. .................

9.16
11. 29 
12 .75  
12. 25 
9 00 
9. 31 
9. 98 

12 57 
10.51
10. 42
9.49

12.38
11. 65

10.4 1

8. 43
12. 28 
26. 04 

8. 07 
- 4 .1 9  

7.1 7 
14.5 3 
22. 36 

5 33 
10.76 
20. 34 
15 30 
11. 07

8.4 3
11.7 8 
16.64 
8. 07 

- 4 .1 9  
7.1 7 

12.26 
15 63 
5 33 

10.5 9 
13.5 8 
13. 77 
11. 07

Th ou ­
sand s

—$98 
76 

210
-1 8 9
-6 7 5
-2 1 5

289
340

-4 2 5
27

385
91

—36

Thou­
sands

— $98 
38 
61

- 1 8 9
-6 7 5
- 2 1 5

145
106

- 4 2 5
14

145
43

- 3 6

- 1 .4
2. 3
5.0

- 2 . 6
-1 3 .7
- 4 .1

3.7
7.6

- 9 . 5
.6

8. 6 
1.9

- . 7

- 1 .4
1.2
1.5

- 2 . 6
- 1 3 .7

- 4 .1
1.8
2. 4

—9. 5
.3

3. 2
.9

- . 7

10.1 4 9.0 8 -2 2 0 -1 ,0 8 6 - . 3 - 1 . 6

1 Afte r co m pu te d Federal  inc om e tax .

A ppen d ix  E - l

Local service class subs idy rate — Gross subsidy, by carrier, af ter ad hoc 
adjus tments before prof it sharing

C arrie r

Alle gh en y........
B on an za _____
C e n tr a l1 _____
Fr on tier _____
La ke  C e n tr a l-
M oh aw k_____
N or th  C en tral .
O za rk ________
Pa cif ic_______
P ie dm on t____
So ut he rn ..........
T ra ns -T ex as ...
W es t C oa st ___

T o ta l. .. .

Fo r th e ye ars en de d—

De c. M ar . Ju ne Se pt .
31,1961 31, 1962 30, 1962 30, 1962

$6 ,346 ,515 $6 ,42 3,7 48 $6 ,44 9,1 62 $6, 46 4,8 44
3,3 21,  606 3,3 44 ,60 7 3,3 07 ,85 9 3, 2 61,5 17
3,88 9, 30 9 4,22 8,6 60 4,4 23 ,31 8 4, 65 6,5 28
6,86 0,47 7 6,9 88 ,53 8 7,053, 724 7,0 91 ,90 1
3,9 41 , 2 54 4,1 79, 737 4,19 0, 870 4,1 88,  657
4,35 1,03 2 4,4 87 ,93 7 4,5 65 ,97 9 4, 60 0,6 60
8,26 9, 50 0 8,3 66 ,62 1 8,5 26 ,44 9 8,67 3,13 4
4, 55 7,19 9 4,5 90, 531 4,6 76 ,91 3 4, 73 0,2 80
3,9 36,  537 3,96 8, 400 3,9 83 ,45 8 4,05 6,9 95
4, 49 1,39 2 4,6 36 ,05 0 4,7 04,  789 4, 73 8,8 40
4, 43 0,89 4 4,7 04 ,90 9 4,963, 755 5,26 7,4 92
4, 02 2,54 9 4,3 06 ,61 8 4,5 43 ,67 3 4, 68 0,45 7
5, 30 3,83 3 5,2 95 ,45 9 5,2 95 ,17 9 5, 30 8,04 8

63 ,722 ,097 65, 521 ,81 5 66 ,68 5,1 28 67 ,719 ,35 3

Dec.  
31, 1962»

$6 ,49 0,1 72
3 ,20S, 201 
4,7 12 ,03 6 
7,2 04 ,86 3 
4,1 94 ,75 7 
4,63 9,2 04  
8,84 1, 737 
4,6 52 ,21 1 
4,1 32 ,52 8 
4,8 38 ,36 1 
5,5 21 ,61 5 
4, 77 0,661 
5,3 21 ,67 6

68 ,52 8,0 22

1 D ata  for  t h e  m on th  o f D ec em be r a re  p re lim in ar y.
2 Re fle cts  su bs id y pa ym en ts  mad e to  C en tr a l du rin g 1961 as follows: (1 ) final ra te  pe r Or de r E-1 575 3, 

Se pt.  8, 1960, for th e pe rio d Ja n. 1- M ar . 12; (2 ) te m po ra ry  ra te  pe r Or de r E-17565, Oc t. 10, 1961, for th e 

pe rio d M ar . 13 -S ep t. 30; an d (3 ) th e  p rio r cla ss ra te  o n an d aft er Oc t. 1.

Source:  C ar rie r Pa ym en ts  Secti on,  Office of C ar rie r Ac counts an d Stat ist ics.
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Appendix  E- 2
Local service class subsidy rate— Ann ual ization s of adju sted  gross subs idy for  

Ju ly  through, December 1962 and, as forecast  for J anuary- June  196S

Gr os s 
su bsi dy  

b y  m on th s

A d  ho c 
ad ju stm en ts

A d ju ste d
gro ss

su bsi dy

D ail y
av er ag e A nnual iz ed

1962
J u ly . ____ ____________ _______ $6,1 67,4 24

6,23 3,246 
5,934,500  
6,19 1,542 
5,968,048  
6,123,266

-$ 239,3 67
-2 39 ,3 67  
-2 39 ,3 67  
-2 87 ,4 72  
-2 87 ,4 72  
-2 87 ,4 72

$5,9 28,0 57
5,99 3,879 
5,69 5,133 
5,90 4,070 
5,68 0,576 
5,835, 794

$191 ,228
193,351 
189,838  
190, 454 
189,353 
188,251

$69, 798,220
70,573,115 
69,2 90,8 70 
69,5 15,7 10 
69,113,845  
68,711,615

A u g u s t____  . . .  . . __ ___
S ep te m ber_____ ________________
O ct ober__ __ .  __ _______
N ovem ber______  ______________
D ec em be r ___________________

Ju ly -D ecem b er 1962______ 36,6 18,026  
34,4 74,000

-1 ,5 80 ,5 17 35,037 ,509 
34,474 ,000

190,421 
190,464

69,503,665 
69,519,360A s fo re ca st , J a n u a ry -J u n e  19 63 ..

1 D a ta  for th e  m o n th  of  D ec em be r ar e p re li m in ary .
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Appendix F-2
Local service class subsidy rate—Subsidy reduction for nonsubsidy operations 

forecast for calendar year 1963
For ecast ac tual  d ep ar tures: 1 Bonanza.

DC-3_____________________________________________________________
All oth er___________________________________________________  4, 336

To tal_____________________________________________________ 4,336
Average number of stations, less 1_________________________________  1
Average departu res  per stat ion per  d ay____________________________  11. 88
Subsidy reduction ra te  per a vailable  seat-mi le (ce nts )2_______________  0. 7760
Forecast ava ilab le seat-miles (th ou sand s)__________________________  40,760
Available seat-m iles per dep artu re per  s tat ion  per day (th ou sand s)____  3,431
Availab le seat-m iles in excess of 8 d eparture s per sta tion per  day (th ou­

sand s)3_______________________________________________________13,312
Computed subsidy reduc tion______________________________________$103, 301

1  R e l a t e d  t o  n o n s u b s id y  o p e r a t i o n s .
2  A p p l i c a b l e  t o  n o n s u b s id y  o p e r a t i o n s  i n  e x c e s s  o f  8  d e p a r t u r e s  p e r  s t a t i o n  p e r  d a y .
3  A v a i l a b l e  s e a t - m i l e s  p e r  d e p a r t u r e  p e r  s t a t i o n  p e r  d a y  t i m e s  t h e  a v e r a g e  d e p a r t u r e s  

p e r  s t a t i o n  p e r  d a y  i n  e x c e s s  o f  8 .

Appe ndix G - l

Local Service Class Subsidy R ate

Subsidy rate per DC S available seat-mile at system density factors from 4.75 
to 8 departures per station per da y1 for  subsidy operations effective Jan. 1, 
1963

0.0 0 0.01

4. 7....................................
C en ts C en ts

4.8 ______________ 2. 83 33 2.82 16
4. 9_______________ 2. 71 64 2.70 48
5 .0 __________________ 2. 59 96 2. 5968
5 .1 __________________ 2. 5711 2.56 83
6 .2 __________________ 2.5 42 7 2.53 99
5 . 3 _______ _________ 2. 51 42 2.5 11 4
5 . 4 ______________ 2. 48 58 2.48 30
5 .5 __________________ 2. 45 73 2.45 45
5 .6 __________________ 2.42 89 2.4 261
5 .7 .......... - _____ ______ 2. 40 04 2.39 76
5.8  _________________ 2.37 20 2.36 92
5 .9 __________________ 2.34 35 2.34 07
6 .0 __________________ 2.3 151 2.31 26
6 .1 __________________ 2.29 02 2.28 77
6 .2 __________________ 2.26 53 2.26 29
6 . 3 _________ _______ 2.24 05 2.23 80
6 . 4 ________________ 2.21 56 2.2 13 1
6 .5 __________________ 2.19 07 2.18 82
6.6 _______________ 2.16 58 2.16 33
6 .7 ....................... - ........... 2.14 09 2.13 85
6 .8 __________________ 2.1161 2.11 36
6 .9 __________________ 2.09 12 2.08 87
7.0 ______________ 2.06 63 2.06 39
7. 1_____ _____________ 2.04 25 2.04 02
7. 2__________________ 2.01 88 2.01 64
7 .3 _______ __________ 1.99 50 1.9926
7.4  . .  ___________ 1.97 13 1.9689
7 .5 __________________ 1.94 75 1.9451
7 .6 __________________ 1.9237 1.9214
7 .7 ___________ _____ _ 1.90 00 1.8976
7. 8 _________________ 1.8 76 2 1.87 38
7 . 9 _________ _______ 1.8 52 5 1.8501
8 .0 ’ ________________ 1.8 287

0.0 2 0.03 0.0 4 0.0 5

C en ts C e n ts C en ts C en ts
2 2.891 7

2. 80 99 2. 7982 2. 78 65 2.7 74 9
2. 6931 2.6 81 4 2. 66 97 2.65 80
2. 5939 2.59 11 2. 5882 2.58 54
2. 5655 2. 5626 2. 5598 2. 5569
2. 5370 2. 5342 2. 53 13 2.5 28 5
2. 50 86 2.5 05 7 2. 50 29 2.50 00
2. 4801 2. 4773 2. 4744 2,4 71 6
2.45 17 2. 4488 2. 44 60 2.44 31
2. 42 32 2. 4204 2. 41 75 2.41 47
2. 39 48 2. 3919 2.3891 2. 3862
2. 3663 2. 3635 2. 36 06 2. 3578
2. 3379 2. 3350 2. 33 22 2.32 93
2.3101 2. 3076 2.30 51 2. 3027
2. 2852 2.2 82 8 2. 28 03 2. 2778
2. 2604 2.2 57 9 2. 25 54 2. 2529
2. 23 55 2. 2330 2. 23 05 2. 2280
2. 21 06 2. 2081 2. 2056 2. 2031
2. 1857 2. 1832 2. 1807 2. 1783
2.16 08 2.1 58 4 2.15 59 2.15 34
2.13 60 2.1 33 5 2. 13 10 2. 12 85
2.11 11 2.1 08 6 2. 1061 2. 10 36
2. 08 62 2.0 83 7 2.08 12 2.07 87
2.06 15 2. 0592 2. 05 68 2.05 44
2.03 78 2. 0354 2. 03 30 2. 03 07
2.01 40 2.0 11 7 2.0 09 3 2.00 69
1.99 03 1. 98 79 1.98 55 1.9831
1.96 65 1.9641 1.9618 1.95 94
1.9427 1. 94 04 1.9380 1.93 56
1.91 90 1. 91 66 1.9142 1.91 19
1.89 52 1. 89 29 1.89 05 1. 88 8’
1.87 15 1.8691 1.8 66 7 1.8643
1.84 77 1. 84 53 1.84 30 1.84 06

0.0 6 0.07 0.08 0.09

C ents C en ts C en ts C ents
2. 88 00 2. 86 83 2. 85 66 2.84 50
2. 76 32 2. 7515 2. 7398 2.7 281
2. 64 63 2. 63 47 2. 62 30 2.6 11 3
2. 58 25 2. 5797 2. 57 68 2. 57 40
2.5 541 2. 55 12 2. 5484 2. 5455
2.52 56 2. 52 28 2. 5199 2.5 171
2.49 72 2. 49 43 2. 4915 2. 4886
2.46 87 2. 46 59 2. 4630 2.46 02
2.44 03 2.43 74 2. 4346 2.43 17
2. 41 18 2. 4 090 2.4 06 1 2.40 33
2.38 34 2.38 05 2. 37 77 2.37 48
2. 35 49 2.3521 2. 34 92 2.34 64
2. 32 65 2. 32 36 2. 32 08 2.31 79
2. 30 02 2. 29 77 2. 2952 2.29 27
2.27 53 2.27 28 2. 2703 2.2 67 8
2. 2504 2. 2479 2. 2454 2.24 29
2.22 55 2.22 30 2. 2206 2.2181
2.20 07 2.19 82 2. 19 57 2.19 32
2.17 58 2. 17 33 2. 17 08 2.16 83
2.15 09 2. 14 84 2. 14 59 2.14 34
2.12 60 2. 12 35 2.1 21 0 2.11 85
2.1 011 2. 09 86 2.09 62 2.09 37
2.07 63 2. 07 38 2. 07 13 2. 06 88
2.05 20 2. 0497 2. 04 73 2.04 49
2.02 83 2. 02 59 2. 02 35 2.02 12
2.00 45 2.00 21 1.99 98 1.9974
1.98 08 1.9 78 4 1.97 60 1.9 73 6
1.95 70 1. 95 46 1.95 23 1.9499
1.93 32 1. 93 09 1.92 85 1.9261
1.90 95 1.9071 1.90 47 1.9 024
1.88 57 1.8 83 3 1.88 10 1.8 78 6
1.86 20 1.8 59 6 1.85 72 1.8 54 8
1.83 82 1. 83 58 1.83 35 1.8 311

i B a se d  o n  a v e ra g e  n u m b e r  o f s ta t io n s  s e rv e d  re d u c e d  b y  1.
* F o r  d e n s i t y  fa c to rs  le ss  th a n  4.7 5 t h e  r a te  s h a ll  b e  2 .89 17  c en ts  p e r  a v a il a b le  s e a t- m il e .
* T h e  r a t e  fo r d e n s it y  fa c to rs  a b o v e  8 d e p a r tu re s  p e r  s ta t io n  p e r  d a y  s h a ll  b e  c o m p u te d  b y  m u lt ip ly in g  

t h e  r a te  o f  1 .82 87 c e n ts  b y  t h e  r a ti o  of 8  to  s u c h  d e n s i ty  fa c to rs  a b o v e  8 .
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Subsidy rate per all other available seat-m ile1 at system  density factors from 
4-75 to 8 departures per station per day 2 for subsidy operations effective Jan. 1, 
1968

0.00 0.01 0.02 0.03 0.04 0.05 0.0 6 0.07 0.08 0.09

4 . 7 ............................
Cents Cenlt Cents Cents Cents Cents 

31. 9718
Cents
1.9655

Cents
1. 9592

Cents
1.9529

Cents
1. 9467

4 .8 .____ _________ 1.940 4 1.9341 1. 9278 1.921 5 1.9152 1.9090 1.9027 1.896 4 1.8901 1.8 838
4 .9 ......... ................... 1. 8775 1.87 13 1. 8650 1.8587 1. 8524 1. 8461 1. 8398 1.833 6 1.827 3 1.8 210
5. 0.......... . .................. 1.814 7 1. 8130 1.8113 1.809 6 1. 8079 1.8061 1. 8044 1.802 7 1.8010 1.7 993
5. 1..................... ......... 1.79 76 1.79 59 1. 7942 1. 7925 1.7908 1.7890 1.7873 1. 7856 1.783 9 1. 7822
5. 2................... ........... 1.7805 1. 7787 1. 7771 1.7754 1. 7737 1. 7719 1.7702 1. 7685 1. 7668 1. 7651
5. 3................... ........... 1.7634 1. 7617 1.7600 1.7583 1. 7566 1. 7548 1.7531 1.751 4 1. 7497 1. 7480
5. 4..................... ......... 1.7463 1. 7446 1.7 429 1.741 2 1. 7395 1. 7377 1.7360 1. 7343 1. 7326 1. 7309
5. 5..................... ......... 1.7292 1. 7275 1.7 258 1.7241 1.7224 1.72 06 1.7189 1.7172 1. 7155 1.7138
5. 6______ _________ 1.712 1 1.71 04 1.7 087 1.707 0 1.7053 1. 7035 1.7018 1.7001 1. 6984 1.69 67
5. 7_____ _________ 1.6950 1.69 33 1. 6916 1.6899 1.6882 1.68 64 1. 6847 1.6830 1. 6813 1.6 796
5. 8.......... . .................. 1.6779 1.6 762 1.6 745 1.67 28 1.6711 1. 6693 1. 6676 1.66 59 1. 6642 1.66 25
5. 9..................... ......... 1.66 08 1.6591 1.6 574 1.6557 1.6540 1. 6522 1. 6505 1.64 88 1. 6471 1.64 54
6. 0......................... . 1.6437 1.64 22 1.6 407 1.6392 1.63 77 1.63 62 1. 6347 1.6332 1.631 7 1.6302
6. 1.............................. 1.6287 1.62 72 1.6 257 1.6242 1.62 27 1.62 12 1. 6197 1.6183 1. 6168 1.6153
6. 2............................... 1.613 8 1.6 123 1.6 108 1.609 3 1.60 78 1.6063 1. 6048 1.6033 1.60 18 1.6003
6. 3............................... 1.5988 1.59 73 1. 5958 1.594 3 1.5 928 1. 5913 1. 5898 1.5883 1.586 8 1.58 53
6. 4_______________ 1.58 38 1. 5823 1.5 808 1.579 3 1.5 778 1. 5763 1.5 748 1. 5733 1.5718 1.5703
6 5 1.5688 1.5 674 1.5 659 1.564 4 1.56 29 1.5614 1.5 599 1.55 84 1. 5569 1.55 54
6. 6.................. . ........... 1. 5539 1. 5524 1. 5509 1. 5494 1.5479 1.5464 1.5 449 1.54 34 1.541 9 1.54 04
6. 7............................... 1. 5389 1.5 374 1. 5359 1.534 4 1.53 29 1.5314 1.5 299 1. 5285 1. 5270 1.52 55
6. 8_________ _____ 1.52 39 1. 5224 1.5 209 1.5194 1.518 0 1. 5165 1. 5150 1.5135 1.5120 1. 5105
6.9  ............................ 1.5090 1.5075 1. 5060 1.504 5 1.503 0 1.5015 1.5000 1. 4985 1.497 0 1.4955
7. 0............................... 1.4940 1.4 927 1. 4913 1.4900 1.488 7 1.487 4 1.4860 1. 4847 1.483 4 1.482 1
7. 1.............. ............ 1.4807 1.4794 1. 4781 1. 4768 1.475 4 1.4741 1. 472 8 1.471 5 1. 4701 1.4688
7. 2............................... 1.4675 1.46 62 1.4 648 1.463 5 1.46 22 1.46 08 1.4 595 1. 4582 1. 4569 1.45 55
7. 3.............. . ............ . 1. 4542 1.45 29 1.4 516 1.450 2 1.44 89 1.44 76 1.4 463 1.4449 1.443 6 1.4 423
7.4 ______________ 1.4410 1. 4396 1.4 383 1.437 0 1.43 57 1. 4343 1.4330 1.431 7 1.4304 1.42 90
7. 5............................... 1. 4277 1.4264 1.4 250 1.423 7 1.4224 1.4211 1.4197 1.418 4 1.4171 1.4158
7.6 ...............................
7.7 ...............................

1.41 44
1.4012

1. 4131 
1.39 99

1.4 118
1.3 985

1.4105
1.3972

1.409 1
1.39 59

1.40 78
1.3945

1.4065  
1.3 932

1.4052
1.391 9

1.4038
1.39 06

1.4 025  
1. 389 2

7 .8 .____ _________ 1 3879 1.3866 1.3 853 1.3839 1.3826 1.38 13 1.3 800 1.3786 1.3773 1.37 60
7 .9 . ._____________ 1. 3747 1.37 33 1.3 720 1.3707 1.369 4 1.36 80 1.3667 1.3654 1.3611 1.3627
R 0 < 1.3614

1 Pe r av ail abl e seat -mi le flow n on ai rc ra ft cu rre nt ly  o pe ra ted by  t he  local ser vic e car rier  oth er th an  D C -3 . 
» B ase d on aver age nu m be r of st at io ns  s erv ed  r ed uced by  1.
s F or  de ns ity  fac tors  less th an  4.75 th e ra te  sh all  be 1.9718 c ent s per  av ail ab le seat-m ile.
< T he  ra te  for de nsity  fac tors  above  8 de pa rtur es  per st at io n per da y sh all  be co mp ute d by  m ul tip ly in g 

th e r at e of 1.3614 cen ts by  the  r at io  of 8 to  s uc h de ns ity  f actors  abo ve 8.

40—662—65------ 6



78 USE OF DULLES AND FRIEN DSHIP  AIRPORTS

Appendix G-2
Local Service Class Subsidy Rate

Subsidy rate per DC S available seat-mile at system density factors  from ^.15 to 
8 departures per station per day 1 2 3 for subsidy operations effective July 1,1963

0.00 0.01 0.0 2 0.03 0.04 0.05 0.06 0.07 0.08 0.09

4. 7........... ....................
Cents Cents Cen ts Cents Cents Cents

2 2.790 5 
2.6 779  
2.5653  
2.4 953  
2.4 678  
2.4 402  
2.4 128  
2.3853  
2.3 578  
2.3 303  
2.3 029  
2.27 53 
2.2 479  
2. 2222 
2.1 982  
2.1 742  
2.1 502  
2.1 262 
2.1 022  
2.0 782  
2.0542  
2.0302  
2.0062  
1.98 28
1.95 99
1.9370 
1.9140
1.8911
1. 8681
1.8452

Cents
2. 7792 
2.6 666  
2.5 540  
2.4 925  
2.4 650  
2.4 375  
2.4 100 
2.3 826  
2.35 51 
2.3 276 
2.30 01
2. 2726 
2. 2451
2. 2197 
2.1 957  
2.1 717  
2.1 478 
2.1 238  
2.0 998  
2.0 758
2.0 518  
2.0 278  
2.0 038
1.9 805  
1.9 576  
1.93 47 
1.9 117  
1.8 888  
1.8 658
1.8 429

Cents
2. 7679 
2.6 554  
2. 5428 
2. 4897 
2.4 623 
2.4 348 
2.4 073  
2.3 798 
2.3 523 
2.3 248 
2.2 973  
2. 2699 
2.2 423 
2. 2173 
2.1 933  
2.1 693
2.1 453
2.1 213
2.0 973  
2.0 734  
2.0 494 
2.0 254
2.0 014
1.9 782
1. 9552 
1.9 323  
1.9094  
1.88 65 
1.8 636
1. 8407

Cents 
2.7567 
2.644 1 
2.5315 
2.48 70 
2.4595 
2.432 1 
2.40 45 
2.37 70 
2.34 96 
2.322 1 
2.2946  
2.267 1
2.2397 
2.21 50 
2.1910 
2.16 70 
2.1430 
2.1190 
2.0950 
2.07 10 
2.0470 
2.0 230  
1.9991
1.975 9 
1.953 0 
1.930 0
1.9071  
1.8842
1.8613 
1.8384
1.8155
1.7926
1.769 5

Cents
2.7454  
2.6 328  
2.5202  
2.4 843  
2.4 567  
2.4 293  
2.4 018  
2.37 43 
2.34 68 
2.31 94 
2.2 918  
2.2644  
2.2 369  
2.2125  
2.1885  
2.1 646  
2.1406  
2.1166  
2.0 926  
2.0686  
2.0446  
2.0 206  
1.99 66 
1.9736 
1.9507 
1.92 78 
1.9049 
1.8819 
1.859 0 
1.8361 
1.8131  
1.79 02 
1.7673

4. 8............................... 2.73 42 2. 7229 2. 7117  
2. 5991

2.7 004  
2.5 878 
2.5 008  
2.4 732  
2.4 458  
2.4 183  
2.3 908 
2.3 633  
2.3 359  
2.3 083  
2. 2808 
2.2 534  
2.2 269 
2. 2029 
2.1 789  
2.1 549  
2.1 310  
2.1 070  
2.0 830  
2.0 590  
2.0350  
2.0110
1.98 73 
1.9644 
1.94 15 
1.91 86
1.89 57
1.87 28 
1.84 98

2.6891 
2.5765  
2.4980  
2.4705  
2.4430  
2.4156  
2.38 80 
2.3605  
2.3331 
2.3056  
2.2781 
2.2506  
2.2245  
2.2006  
2.1766  
2.1526  
2.1286  
2.10 46 
2.0806  
2.0567  
2.0 327
2.00 87 
1.985 0 
1.9621
1.9392 
1.916 3
1.8934
1.8705 
1.84 76

4. 9_______________ 2.62 16 2. 6103
5. 0............ ....... ........... 2.5090 2.5062 2.5 03 5 

2. 4760  
2. 448 5 
2.42 10  
2.39 35  
2.3 661 
2.33 86  
2.3 111 
2.28 36  
2. 25 62 
2. 2293

5.1.............. . .............. 2.48 15 2.4788
5. 2............................... 2.45 40 2.4513  

2.4 238  
2.3963

5. 3_______________ 2.42 65
5. 4______________ _ 2.399 1
5.5............................... 2.37 15 2. 3688 

2.3413  
2.3138  
2.2864  
2. 2588 
2. 2318

5 . 6 ________ _____ 2.344 1
5.7............................... 2. 3166
5.8____ __________ 2. 2891
5.9 ______________ 2. 2616
6.0______________ _ 2. 2341
6. 1................ .............. 2. 2101 2. 2078 

2.1 838  
2.1598  
2.1 358

2. 20.54 
2.1 81 4 
2.15 74  
2.1 33 4

6. 2.................... . ......... 2.186 1
6. 3.  ......................... 2.162 1
6. 4__________ ____ 2.138 1
6.5........ ..................... 2.114 1 2.1 118  

2.0 878
2.1 09 4 
2.0 85 46.6________ _____ 2.09 02

6 . 7 . . . ......................... 2.0 662 2.0 638  
2.0399

2.06 14  
2.0 37 46.8........................... . 2.0 422

6.9 ............................... 2.0 182 2.0 159 2.01 34
1. 98977 .0 . ._____________ 1. 9942 1.9920

7.1........................... . 1. 9713 1.96 90 1.9 667  
1.9 438 
1.9 20 9 
1.8 979 
1.8 750
1. 8521

7 .2 .............................. 1. 9484 1.946 1
7.3 __________ ____ 1. 9255 1. 9231

1.90027 .4 ..  ........................ 1.902 6
7.5............................... 1. 8796 1. 8773

1. 8567 1.8544
7.7 ............................... 1.8337 1.83 15 1.8 292 1.8 269 1.82 46 1.82 23

1.7994
1. 7765

1.8 200
1.7971
1.7742

1.81 77
1. 7948
1. 7719

7.8 ........ ...................... 1. 8108 1. 8086 1.8 063
1.7 834

1. 8040 1.80 16
1.77877. 9............................... 1. 7879 1.7856 1.78 10

8 .0 ’............. .............. 1. 7650

1 Ba se d on th e aver age nu m be r of s ta ti on s ser ved re du ced by  1.
2 Fo r den si ty  facto rs less th an  4 .75 th e ra te  sh al l be 2.7905 cen ts per av ail abl e sea t-m ile .
3 T he ra te  for de ns ity  fac tors  above  8 de pa rt ur es  per stat io n per da y sha ll be co m pu te d by  m ul tip ly in g 

th e ra te  of 1.7650 cen ts by  t he  rat io  of 8  to  s uc h de ns ity  factor abo ve 8.
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Sub sidy rate  per all other avai lable  seat-mile  1 at sys tem den sity  facto rs from  
4.T5 to 8 departures per sta tion per day2 for subsidy opera tions  effect ive 
Ju ly  1,1963

0.0 0 0.0 1 0. 02 0.0 3 0.0 4 0.0 5 0.0 6 0.07 0.0 8

Cents Cents Cents Cents Cents Cents Cents Cents
7 »1.9 030 1. 8970 1. 8908 1.8848
ft 1.872 7 1.8666 1. 860 5 1.85 45 1.848 4 1.84 23 1.83 63 1.8 302 1.824 2

.9 _____________ 1.8120 1.80 60 1.7999 1. 7938 1. 7877 1. 7817 1. 7757 1. 7695 1.7635

i.O _______ _____ - 1. 7514 1. 7497 1. 7481 1.7464 1. 7448 1.7431 1. 7415 1. 7398 1.738 1

,.l  _________ 1.7349 1.73 32 1. 7315 1. 7299 1.7283 1. 7266 1. 7250 1. /233 1.7216

>.2_______________ 1.7184 1.71 67 1. 7150 1.71 34 1.7118 1. 7101 1.7085 1. 7068 1. 7052

>.3 . ___ 1. 7019 1.70 02 1.6985 1.69 70 1.695 3 1.69 36 1.6919 1. 6903 1.6887

>.4 ____ 1.6854 1.68 37 1.6820 1.68 04 1.6788 1.6771 1.6754 1. 6738 1.672 2

1.5_______________ 1.668 8 1.66 72 1.6655 1.66 39 1. 6623 1.66 06 1. 6589 1. 6574 1.655 7

6 1.6523 1.650 7 1.6491 1.64 74 1.645 8 1.6441 1.6424 1. 6408 1.6392
>.7 * ..................... 1.6358 1.63 42 1.6326 1.6309 1.6292 1. 6276 1.6259 1.6243 1.6227

>.8. . . .  _____ 1.6193 1.61 76 1.61 61 1.614 4 1.6127 1.61 11 1.6095 1. 6078 1.6062

>.9_______________ 1.6028 1.60 12 1.5996 1. 5979 1. 5962 1.59 46 1.59 30 1. 5913 1.5896

.0__________ ____ 1.5863 1.58 49 1.5835 1. 5820 1.58 05 1.5791 1.5776 1. 5763 1. 5748
1 1. 5719 1. 5704 1.5690 1. 5676 1.5661 1. ,5646 1.56 32 1. 5617 1. 5603

.2 1.5574 1.55 60 1. 5545 1.5531 1.5517 1.55 02 1.5487 1. 5473 1.5458

.3 ____ _________ 1.5430 1. 5415 1. 5401 1. 5386 1.5372 1. 5358 1. 5343 1.5 328 1. 6314

.4 . ________ 1.528 5 1. 5271 1. 5256 1.524 1 1. 5227 1. 5213 1.51 99 1. 5184 1.5169

.5 . .  ________ 1.514 0 1. 5126 1. 5112 1.50 97 1.5082 1. 5068 1.5054 1. 5040 1.5025

.6_______________ 1,499 6 1,4981 1,4967 1,49 53 1,49 38 1,4923 1,4909 1,4 985 1,4880

. 7 ______________ 1.485 1 1.4837 1.4822 1. 4808 1.479 4 1.47 79 1.476 4 1. 475 0 1.473 6

.8 . ________ 1.4707 1. 4692 1.4678 1. 4663 1.4649 1.4635 1.46 20 1. 4605 1. 4591

.9 . ____ 1.4562 1.45 48 1.4533 1.4518 1.450 4 1. 4490 1.4476 1.44 61 1.444 6

.0___________  .. . 1.441 8 1.4405 1.43 92 1.43 79 1.436 6 1.4353 1.4340 1.4 328 1.43 15

.1_______________ 1.4289 1.4276 1.4263 1.4 252 1.4239 1.42 26 1.4213 1. 4200 1.4187

.2 . __________ 1.416 2 1. 4149 1. 4136 1.41 23 1.411 0 1.40 98 1.40 85 1.4072 1.405 9

.3 . . .  _______ 1.403 3 1.4020 1.4008 1.39 95 1.398 2 1.39 69 1.3956 1.3 943 1.3932

. 4 __________ ___ 1. 3906 1.3893 1.3880 1.38 67 1.3855 1.38 42 1.3829 1. 3816 1.38 03

.5____  _________ 1.377 8 1.376 5 1.3752 1. 3739 1.372 6 1.3713 1.37 00 1.3688 1. 3675

.6_______________ 1.364 9 1.363 6 1.3623 1. 3612 1.359 9 1.35 86 1.35 73 1.3560 1.3547

7 1.352 2 1.3509 1.3496 1.3483 1.347 0 1.34 58 1.344 5 1. 3432 1.341 9

.8 . . .  ___  ___ 1.3393 1.3380 1.3368 1.33 55 1.334 2 1.33 29 1.3316 1.3303 1.3292

.9 _______ 1.326 6 1.3253 1.3240 1.32 27 1.321 5 1.3202 1.318 9 1.3176 1.316 3

1.313 7

0.09

Cents  
1.8787 
1.8180  
1. 7574 
1.7366 
1.720 1 
1. 7035 
1.68 70 
1.67 05 
1.65 40 
1.6375 
1.62 10 
1. 6045 
1.58 80 
1.57 33 
1. 5589 
1.5444 
1.52 99 
1. 5155 
1.50 10 
1,4866 
1.4721 
1. 4577 
1.4432 
1.4302 
1. 4175  
1.40 46 
1.39 19 
1.37 90 
1.36 62 
1.35 35 
1.3406 
1.3279 
1.31 50

1 Pe r ava ila bl e s eat -mile f lown on a irc raft cu rr en tly  operat ed  b y th e local service c arrie rs ot he r t ha n D C -3 .
2 Based  on  avera ge  n um be r of st at io ns  s erve d redu ce d by  1.
» Fo r de ns ity  fact ors less t ha n 4.75  t he  r at e sh all  be  1.903 cen ts pe r av ai lab  e s ea t-m ile . .
« The  r at e for de ns ity  facto rs ab ov e 8 de pa rt ur es  pe r sta tio n per da y sha ll be  co m pu te d by  m ul tip ly in g 

th e r at e of 1.3137  c ent s by  the  r at io  of  8 to  s uc h de ns it y factor ab ov e 8.

A ppe n d ix  G-3

Local serv ice class subsidy rate—R ate scale for subs idy reduction per available 
seat-mi le

Red uc tio n pe r 
excess A .SM1

Departu res  per stat ion per d ay : (cents)
8____________________________________________________________________ 0
- -------------------------------------------------------------------------------------------------------  2

10 --------------------------------------------------------------------------------------------- 4
11 _____________________________________________________________ 6

12 and  over_____________________________________________________
’ For  fractiona l departures the  ra te  sha ll be computed by inte rpolation between the 

crates shown on the scale above.
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Order No. E-19340

United States of America, Civil Aeronautics Board

WASHINGTON, D.C.

Adopted by the Civil Aeronautics Board at  its office in Washington, D.C., on the 
1st day of March, 1963 

Docket 14080

In the Matter of the Invest igatio n of the Local Service Class Subsidy Rate 

Order To Show Cause

The Board having considered all of the information and data  set forth  or 
specifically referred to in the Statement of Provisional Findings and Conclu­
sions 1 (hereina fter referred  to as the “Stateme nt” ), which is attached hereto 
and incorporated herein, and having on the basis thereof  made the provisional 
findings and conclusions and determined the rates  specified in the Statement;

It is ordered, That  each of the parties to these proceedings is directed to 
show cause why the Board should not adopt the rates  specified in the Statement 
as the fai r and reasonable rate s of compensation to be paid for th e t ranspo rtation  
of mail by aircraft,  the facili ties used and useful therefor, and the services 
connected therewith over the entire system of each car rier  party to these pro­
ceedings.

It is further ordered, Th at all further  procedure herein shall be in accordance 
with the Rules of Practice, partic ularly  Rule 302, et seq., and if there is any 
objection to the rates  specified in the Statement, notice thereof shall be filed 
within 10 days, and, if notice is filed, written answer and supporting documents 
shall be filed within 30 days, after the date of service of this Order.

It is further ordered, T hat  if notice of objection is not filed within 10 days, 
or if notice is filed, answer is not filed within 30 days, aft er service of th is Order, 
all partie s shall be deemed to have waived the right to a hearing and all other 
procedural  steps sh ort of a final decision by the Board, and the Board may enter 
an order fixing the rate s specified in the Sta tem ent; Provided, tha t if notice of 
objection and answer are filed by any carr ier or carrie rs, the Board may enter  
an order fixing the rate s specified in the Statement  for such carriers as have not 
filed notice of objection or, having filed such notice, have not filed timely answer.

It is further ordered, T hat  this Order and the attac hed Statement of Provi­
sional Findings and Conclusions be served upon all  part ies to this proceeding.

By the Civil Aeronautics Board :
[ seal] Harold R. Sanderson, Secretary.

1 All forms, reports , schedules, and tariffs filed with the Board by each of the car rier 
pa rties to these  proceedings, to the  date of the Board’s final decision, and the  official 
mileage record of th e Board, are  incorporated  in to the record of these  proceedings.
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O rd er  No. E- 19 40 4

U nited States  of Ame ric a, Civ il  Aero nau tics Board

WASHINGTON, D.C.

Ado pte d by  th e  Civi l A er on au tics  B oard  a t it s office in  W as hi ng to n,  D.C ., 
on th e 22nd day  of  March , 1963 

Doc ke t 14080

Investigation  of the Local Service Class Subsidy Hate
Order Den ying  P et it io n  for Leave T o I nter vene

On M arch  11, 1963, th e S ta te  of  C ali fo rn ia  by it s  Gov erno r filed a pet it io n 
fo r leav e to  in te rv e n e 1 2 (h ere in aft er ca ll ed  th e “P eti ti on” ) in  th e su bje ct  pro­
ce ed ing and a no tic e of  ob ject ion (h e re in a ft e r ca lle d th e “O bjec tio n” ) to  O rd er  
E-1 9340 .’

Bas ical ly , th e  gr ou nd s se t f o rt h  i n t h e  peti ti on  a re  as fo llo ws  :
1. A m aj or nu m be r of  sm al le r C al if orn ia  co mmun iti es  a re  se rv ed  by Pacif ic 

A ir  Li ne s an d W es t Coa st  A irl ines .
2. Th e re vi se d cl as s su bs idy ra te  pro vid es  Pa cif ic w ith  $660,066 le ss  su bs idy 

fo r cale ndar  y ea r 1962 th an  th e appro x im ate  gros s su bs idy pa id  th e  ca rr ie r d u r­
ing  th a t y ear under  the or ig in al  cl as s ra te , an d,  as  a re su lt,  Pa ci fic ’s se rv ices  in 
C al ifor ni a w ill  be cu rt ai le d  o r e lim in at ed  d uri ng  th e cu rr en t y ea r.

3. Th e S ta te  ob ject s to  an y di m in ution in  it s ex is ting a ir  se rv ice an d.  ac co rd ­
ing ly,  obj ec ts  to  th e  re vi se d c la ss  r at e.

4. Th e S ta te  of  C al ifor ni a has  a ri g h t to  be mad e a part y  sin ce  th e  es ta b li sh ­
m en t of  th e  re vi se d clas s ra te  “w ill  det er m in e the re la tive pr op ort io n of  su bs id y 
to  be  re ce ived  by  th e  var io us  s ec tio ns  of t h e  c ountr y”.

5. Th e S ta te  lia s a vit a l in te re st  in th e  pr oc ee ding  be ca us e th e quan ti ty  an d 
qu al ity  of  lo ca l se rv ice in th e S ta te  is  d ir ectl y  de pe nd en t upon  th e  am ou nt  of 
su bs idy al lo ca te d  t he  loc al ca rr ie rs  ser vin g it .

6. Th e part ic ip a ti on  of th e  S ta te  w ill  co ntr ib u te  to th e  de ve lopm en t of  a  sou nd  
re co rd  a nd  w ill  s er ve  th e en ds  of ju s ti ce  w ithout un du ly  e nla rg in g is su es  or de la y­
ing di sp os it io n of  t h is  proceeding , an d th e  S ta te ’s i n te re st  will  no t be ad eq ua te ly  
pr ot ec te d by  t he ex is ting  par ti es .

The  B oa rd  h as  giv en fu ll  co ns id er at io n to  th e  m att ers  se t fo rt h  in  th e Pet it io n 
an d fin ds as  fo llo ws :

1. The  P eti ti oner ha s no t sho wn t h a t it  i s enti tl ed  to  in te rv en e in  th is  pr oc ee ding  
under  R ul e 15 o f t h e  B oa rd 's  R ules  of P ra c ti ce .

2. P e ti ti oner do es  no t co nt en d or  sh ow  th a t i t  has  a  s ta tu to ry  ri gh t to  be  
mad e a  p a rt y  to  th is  proc eedin g.

3. C ontr ary  to P eti ti oner’s st a te m en t th e  re vi se d cl as s ra te  w ill  n ot  d ec re as e th e 
su bs idy pr ev io us ly  pa id  Pa cif ic under th e  ori gin al  cl as s ra te  fo r ca le ndar yea r 
1962. The  re vi se d cl as s ra te  pr op os ed  in  O rd er  E-19346 will  be  ef fe ct iv e from  
Jan u a ry  1, 1963, fo rw ar d  an d will  not  ap ply  to  pe riod s pri o r to  th a t da te .

4. W hi le  th e  S ta te  of  C al if orn ia ’s co nc er n fo r th e in te gri ty  of  it s  lo ca l ai rl in e 
se rv ice is  unde rs ta nda ble , th e  di m in ut io n, cu rt ai lm en t,  or  el im in at io n of  an y of 
th is  se rv ic e is  no t a t iss ue  in  th e  in s ta n t ca se . T he  is su e invo lved  her e re la te s 
to th e  f a ir  a nd re as on ab le  su bs idy ra te s  fo r th e  13 loca l se rv ice ai rl in es.  In  th is  
a re a  th e B oard 's  de te rm in at io ns a re  co nt ro lled  by th e  pr ov is io ns  of  se ct io n 406

1 T he  S ta te  fa il ed  to  ce rt ify as  re quir ed  by  ru le  8 th a t th e pe ti tion  w as  se rv ed  on th e 
par ti es , an d  ac co rd in gl y th e pe ti tion  is  su b je ct  to  di sm is sa l. Ho we ver, be ca us e th e conse­
qu ences  of  in te rv en ti on  ar e of p a rt ic u la r im port an ce  in  th e  ad m in is tr a ti on  of  th e  subs idy 
pr ov is io ns  of th e ac t.  we ar e co ns id er in g th e  m er it s of th e m att ers  pr es en te d.

2 O rd er  E -1 934 0, Ma r. 1. 196 3. co ns is te d of  a st a te m ent of  pr ov is io na l fin din gs  an d 
co nc lusion s pr op os in g an  am en de d cl as s su bs id y ra te  fo r loca l se rv ic e ca rr ie rs  an d an  or de r 
d ir ec ting th e  part ie s to  th e pr oc ee ding  to  show  ca us e wh y th e Boa rd  sh ou ld  no t ad op t th e 
ra te s se t fo rt h  in  th e st at em en t,
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of the Federal  Avia tion Act which require  th at  we fix subsidy rat es which will 
meet the “need” of the var ious carriers  for the purposes  sta ted  in the  statute.  
While  the  service prov ided  by the subsidized ca rri ers is a fac tor  in dete rmining 
“need”, as we found in the  Helicopter Operators Consolidated Mail Ra te Pro­
ceed ing3 any int ere st generat ed by this  cons ideration is too remote to just ify  
intervent ion by a sta te,  a city  or other community, in subsidy proceedings.

Although the revised class ra te  provides for a reduction  in the ann ual  level 
of subsidy as of Jul y 1, 1963, th is reduc tion is not pred icated upon a decrease of 
service  to the rela tive ly sma ller  communities and such a diminution  of service 
is not at  issue in this case. At page 10 of th e Sta tem ent  of Provisional Find ings 
and Conclusions the  Bo ard  sets  for th several fac tors which it ant icip ates will 
enable  the car rie rs to provide necessary services wi thin the framework of the 
reduced subsidy level. Four of the five fac tors listed do not relate  to volume of 
service. Only one f ac tor  perta ins  to  suspension  and delet ion of service, and that  
reflects the  Boa rd’s ant icipation tha t operat ing costs and  subsidy need will decline 
as the result  of the  con tinu ing implementation  of our  “use-it-or- lose-it” policy. 
However, this  policy long anteda tes  the  class  subsidy ra te  for local service  ca r­
rie rs and is controlled by self-contained princ iples  established  at  the  time of its  
inception , not by the provisions of the c lass  rate .

5. The issue which Cal ifornia  seeks to raise as to the  rela tive  proportion  of 
subsidy to be allocated to various sections of the country  has not been a con­
side ration in the determ ina tion of subsidy rate s, and it is not a proper considera ­
tion  in the ins tan t proceeding. If  the Board  were to gran t intervent ion in cases  
such as this  to sta tes  a nd civic bodies on the grounds th at  such inte rven tion was 
warranted in order to pro tec t the intere st of the ir geographic  areas in the por­
tion of subsidy to which they believe they are  enti tled , we would undoubtedly 
be besieged with  a mu lti tud e of peti tions to intervene . Subsidy proceedings 
would then become unmanag eable in that  they would be converted almost in­
evitably  into are a rou te proceedings, and the net effect would be an undue de lay 
in the  final dete rmination under section 406 of the subsidy need of the  various 
car rie rs.

The Sta te of Cali forn ia has  other, more direc t, app rop ria te and effective vehi­
cles for pursuing  i ts in terest in local a ir  service in proceed ings under section  401 
and section 404(a) of the Act. In thi s connection we tak e official notice of the  
State  of C alifo rnia’s S ena te Jo int  Resolution No. 7, dated Janu ary 31,1963, which 
requests  and auth orizes th e Cali fornia Division of Aeronautics to inte rven e in a 
Board route  proceeding involving local service to s everal Cali forn ia communities.

6. The par tici pat ion  of the Sta te of Cali fornia in thi s proceeding will not  con­
tribu te to the development of a sound record, will serve to delay the  proceeding 
and will unduly broaden the  issues.

Accordingly, I t I s O rdered :
Th at the  petition of the Sta te of Cali forn ia for leave to intervene be and it 

hereby is denied?
By the Civil Aeronautics Board :
[se al ] H arold R. Sand erson, Se cr et ar y.
(W her eup on, at  12 :15 p.m.,  the subcom mit tee  in  the above-ent itled 

m at te r recessed, to reconvene, Tuesday,  A ug us t 27, 1963.)
3 See Orders E-18682, Aug. 10, 1962, and E-19086, Dec. 10, 1962, in which the  Board 

denied inte rven tion to several civic par ties  under circu mstances  similar to those exist ing here.
* Since the peti tion er does no t have the sta tus  of a pa rty  herein, its  notice of objection 

is being trea ted as a memorandum of opposition filed under  rule  302 as required  by rule 305 (c) .
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House of Representatives,
Subcommittee ox Transportation and Aeronautics

of the Committee on I nterstate and F oreign Commerce,
~Washington̂  D.C.

The subcommittee met at 10 a.m., pursuant to recess, in room 1334, 
Longworth Building, Hon. Samuel N. Friedel presiding.

Mr. F riedel. The subcommittee will now come to order.
There will be a continua tion of the CAB hearing  with  reference to 

inadequacy, subsidies, and so forth.
Mr. Boyd, do you have a statement ?

STATEMENT OF HON. ALAN S. BOYD, CHAIRMAN, CIVIL 
AERONAUTICS BOARD—Resumed

Mr. Boyd. No, sir, I have  no statement.
Mr. Friedel. Fi rs t I will call on Congressman Macdonald.
Mr. Macdonald. Tha nk you, Mr. Chairman.
Mr. Boyd, it is a p leasure, to see you here this morning.
Mr. Boyd. Good morning , sir.
Mr. Macdonald. At our last meeting, I think you took umbrage at 

the statements t ha t people have been saying because of the control of 
your Board over airlines certain improper things have followed. I 
quite agree with you that  there was no evidence nor have I ever 
seen anything improper which has followed from  your control of the 
airlines. Although I  don’t think that  you would d ispute the fact tha t 
you do have, as was the quote given to  you and which you repeated, 
“life and death power” over the operation of certain airlines. Isn ’t 
that correct ?

Mr. Boyd. I th ink th at is quite correct, yes, sir.
Air. Macdonald. It  seems clear to me tha t you have more or less 

temporarily sounded—I hope temporarily—the death knell of an 
airline which operates out of my distr ict and which serves and has 
long served the people of Boston and New England.  Of course, 1 
refe r to the Board ’s decision of August 15 dealing with Northeast 
Airlines’ certification to run south of New York. I intend to ask 
questions about Northeast, although the questions tha t I am really 
put ting to you are much broader than that.  In  reading the decisions 
of the majori ty and minority, it seems to me that certain basic prob­
lems arose which would reflect, in my judgment, the philosophy of 
the Board. For  my own edification as a member of the Transporta ­
tion Subcommittee, I  would like some c larification about it. In the

85
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first part , August 15, I say parenthetically, seems to have been a 
very busy day for the Board. I have here in my hand a report to 
the President of the United States from the Board in response to a 
White House message which dealt with the whole national problem 
of transp ortation. You answered him on August 15 by saying tha t 
you were asking the Board to develop a step-by-step program with 
specific annual targets  to assure sharp reductions of operating subsi­
dies within  periods to be established by the Board for  each type of 
service or carrier.  Also on August 15 you sent  a memorandum to  the 
members of this committee, and perhaps to other Congressmen, tha t 
you thought we would be interested in a report which you made 
dealing with subsidies paid through the Federal  Government to these 
various  ai r carriers. As I  understand the President ’s message, he in ­
dicated  a desire that wherever possible, subsidies should be either re­
duced or replaced in the  transporta tion  field and that  you indeed had 
told him tha t this was the policy of the Board.

Then on tha t very same day, Chairman Boyd, you in a hearing 
on the  Senate side, indicated to Northeast, tha t even though you were 
taking away the only moneymaking run  they had going south of New 
York, their problem would not be catastrophic because you would give 
them a subsidy of approximately $3.2 million a year. I was wonder­
ing how you could coincide the two positions taken on the same day.

Mr. B oyd. Well, I think you are talk ing about two different things, 
Mr. Macdonald. The report the Board made to the Presiden t to 
deal with the existing service of the subsidized carrie rs and it was in 
tha t framework tha t a subsidy reduction is contemplated as a result 
of several different factors which I am sure you are aware of. The 
Northeast Airlines situation was outside the scope o f tha t study.

Mr. Macdonald. For the reason th at they were not at tha t time on 
subsidy ; is that correct ?

Mr. Boyd. Tha t is correct.
Air. Macdonald. And if they had kept and would keep their  run 

south of New York there would be no need for a subsidy, would there?
Mr. Boyd. Tha t is certainly a matte r of great  debate, Mr. Mac­

donald, and that  gets into the decision of the Board.
Mr. Macdonald. Yes, of course, it does. Tha t is exactly what I 

am saying, that on the one hand you came out with a statement tha t 
you would see to it that  Northeast got a subsidy, and yet on the 
same day you said you would follow the Pres iden t’s directive and 
the policy of cutting  back subsidies wherever possible. I say to you 
tha t if they kept the run  south of New York there would be no 
need for a subsidy, and I base this on past performance, not my 
opinion. They have not been on a subsidy for a number of years. 
Isn ’t that a matte r of record ?

Mr. Boyd. Yes, it is a mat ter of record, and we are both talk­
ing now about the future, Mr. Macdonald, and it is obvious tha t 
you have drawn a conclusion and it  is just as obvious from the Board’s 
opinion th at it  drew a different conclusion.

Mr. Macdonald. Wh at conclusion did the three members of the 
Board  reach? I know two members are solidly in favor  of keeping 
Northeast there in one of the  s trongest opinions i t has ever been my 
duty to read here as a member of this committee for the past 9 
years.
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Mr. Boyd. I would like to say as an aside on t ha t point, Mr. Mac­
donald, that we have had discussions on this before. There have 
been court cases, and I thin k tha t one of the very well-settled rules 
of law is that  where you have a major ity and a minor ity when the 
action is taken by a m ajor ity of a duly constituted organization tha t 
is the action of the organization  and it makes no difference whatso­
ever what the minor ity may think.

Now, to get to your question about the Board’s decision, I can 
only tell you tha t the decision speaks for itself. I don't have a 
copy with me, but I will be glad to provide you with one.

Mr. Macdonald. I just happen to have a copy of the very weighty, 
literally and figuratively, decision in which the majority sets forth  
their  views and the minor ity sets forth their  views, but I  am not talking 
about the decision, Mr. Boyd. I understand very well that  three peo­
ple have said that  this should not be, and unless it is reversed, that is 
the law. But what I  am saying is how can you on the same day indi­
cate to us tha t you are following the P resident’s directive of prevent­
ing any line going on a subsidy wherever you can and yet on the same 
day announce to Northeast that  they would be taken care of to the 
tune of $3.7 million per year in subsidies. The very bare facts seem 
contradictory to me.

Mr. Boyd. In the first place, there is nothing in our study tha t 
says we are going to prevent carriers  from going on subsidy wherever 
we can.

Mr. M acdonald. Excuse me.
Mr. Boyd. I believe you said our report to the President said tha t 

we are going to keep carriers from going on subsidy.
Mr. Macdonald. You were going to do everything in your power 

to follow the directive of the national transporta tion policy, which 
was to keep carriers  off subsidy. That is what you said. Tha t is not 
my opinion of what you said.

Mr. Boyd. That  is not what the study said, Mr. Macdonald.
Mr. Macdonald. Will you tel l me what it does say ? I have a copy 

here in my hand.
Mr. Boyd. Yes, sir.
I can only tell you my understanding of it , and it is tha t in April of 

1962 the President addressed a message to the Congress dealing with 
transportation . In the course of that message he said tha t he was 
asking the Civil Aeronautics Board to prepare  a study making recom­
mendations for sharp  reductions in subsidy over a period of time. 
He wanted th at report by th e end of June of 1963. The Board began 
working on tha t immediately afte r the President ’s message came out. 
We worked on it for approximately 14 months and submitted it by the 
end of June  to the Presiden t. Obviously to us, at any ra te, we had to 
deal with the situation as we knew it a t that time. That situation was 
tha t there were 13 local service carriers  on subsidy, 3 helicopter opera­
tors, about 9 Alaskan carriers , and 2 Hawai ian carriers . The frame­
work o f the study dealt only with those carriers  then  on subsidy. In 
the course of our report to the President we said the existing service 
of the presently subsidized carriers can be mainta ined at relatively 
the same rate with  the following reductions in subsidy over  a period of 
5 years assuming that our projections are correct as to (A) cost, (B)
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revenues, (C) the use it or lose it policy, and (D) the fruit s of the 
regional airp ort policy.

Mr. Macdonald. Yes, but none of tha t changes the fact, does it, 
Mr. Boyd, tha t up until the time of your decision Northeast was not 
on a subsidy ?

Mr. Boyd. We have not questioned that  now.
Mr. Macdonald. Of course you can’t question it because it is a fact, 

and isn’t it a fac t that  at the hearings  before the Senate subcommittee 
you indicated the problems Northeast is having in New England will 
be solved by you by making them a local carrier  and they then will 
go on subsidy, whereas if you permit ted them to keep their  local opera­
tion and to  keep the service tha t they  had been so adequately giving to 
the people of the eastern seaboard they would not be on subsidy. I 
don’t see how you can dare to dispute tha t fact. It  is a fact.

Mr. Boyd. Well, I  am not at all sure th at when you are discussing 
the future, Mr. Macdonald, one can say that a fact is a fact when we 
don’t know what is going to transpire.

Mr. Macdonald. Excuse me, Mr. Boyd. Are you saying tha t the 
market between Boston, New York, and Miami is getting less every 
year? I think  a chart will show tha t the number of passengers is 
increasing every year.

Mr. Boyd. No, si r; I have not said that.
Mr. Macdonald. Then if they had their  run to Miami and the rev­

enues kept picking up, as they have been during  the last years, how 
would they possibly go on subsidy when they have weathered some 
very hard times during the past years and have not asked for a 
subsidy?

Mr. Boyd. T can’t tell you anyth ing, Mr. Macdonald, other than you 
are gett ing back to the Board’s views of the future  as expressed in 
the Board ’s opinion and as to that “illogic,” as I believe you character­
ized it, tha t’s the way we happen to feel about it.

Afr. Macdonald. We will d rop the subsidy angle for a bit, but it is 
a fact that the Board’s policy is to keep as many airl ines off subsidy as 
it possibly can ; is that correct ?

Mr. Boyd. The policy o f the  Board is that we do not  propose to 
subsidize trunk air car riers under present circumstances. I should say 
domestic trun k air carriers. I  don’t know that we have a stated 
definitive policy relative to internationa l carriers, U.S.-flag carriers.

Mr. Macdonald. It  won’t m atte r since I  am not at this  point inter­
ested in th at,  but the second kind  of rule is th at competition should be 
mainta ined in the public interest wherever possible. Isn’t that a fact 
and a rule  of thumb of the Board ?

Mr. B oyd. No, sir;  that  is pa rt of the Federal  Aviation Act. That 
is in the declaration of policy.

Mr. Macdonald. And you work closely with the FAA in this are a: 
do you not ?

Mr. Boyd. No. The FA A h as not one thin g to do with the Board’s 
economic regulation of a ir carriers.

Mr. Macdonald. Well, then, the entire economic regulation of air 
carriers is up to you ?

Mr. B oyd. Tha t is correct, sir.
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Air. AIacdonald. And is it not a tenet of the Board  that competition 
should be maintained in the  public interest wherever possible ?

Air. Boyd. The language  of the statu te, Air. AIacdonald, is competi­
tion to the extent necessary to provide public service.

Air. AIacdonald. And the thinking behind tha t statute has been 
implemented by Board decisions in many cases; has it not ?

Mr. Boyd. Yes, sir. I can only say I am sure tha t all of us, 25 
people who have been members of the Board, have fe lt that, whatever 
the ir actions have been, they were consonant with the prescription of 
the statute.

Air. Macdonald. And in the event of lessening of competition don’t 
you think that  that has a bad effect on carrie rs in general ?

Air. Boyd. Obviously not.
Mr. AIacdonald. You did not feel tha t way during the Eastern- 

American contemplated merger, did you ?
Air. Boyd. Well, that is a difficult question to answer. Air. Mac­

donald , because we did not issue an opinion in tha t case.
Air. Macdonald. Am I incorrect in believing that  the Eastern so- 

called  merger was turned down?
Air. Boyd. No; you a re correct.
Air. AIacdonald. And was not one of the basic tenets of  tha t deci­

sion tha t competition would result in a bad effect on the service 
given to people carried on tha t airline ?

Mr. Boyd. No, sir. There was no decision rendered in tha t case. 
The case was disposed of by the Board grantin g a motion to dismiss 
the application filed by American Airlines.

Mr. AIacdonald. And you gave them no reason for the dismissal ?
Air. Boyd. That is correct, sir.
Air. AIacdonald. Is tha t usual procedure ?
Air. Boyd. No, sir.
Air. AIacdonald. Why was it  an exception ?
Air. Boyd. The exception is very simple: The Board, had it ren­

dered an opinion in the matter, would have rendered four opinions 
and this  would have been beneficial to nobody, in our judgment. 
Therefore , we concluded tha t we would not put one out.

Air. Hemphill. Alay I  ask a question at this point ?
Air. AIacdonald. Yes.
Mr. II empiiill. Who petitioned for the dismissal ?
Air. Boyd. The appp licant, American Airlines.
Air. Hemphill. In  othe r words, for what we would call in country 

law a voluntary nonsuit.
Air. Boyd. That  is correct.
Air. Hemphill. Thank you.
Air. AIacdonald. Is i t not a fact, Air. Boyd, th at it has been a long­

standing jxfficy of the CAB to promote multicar rier competition 
where markets would suppo rt it?

Air. Boyd. Yes, sir.
Air. AIacdonald. And is it  not a fact tha t in at least 12 cases which 

have been researched by my office, a thir d carrier has been added and 
kept in substantial markets?

Air. Boyd. I don’t have the figures, Air. AIacdonald, but T would 
not question your staff’s research at all.
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Mr. Macdonald. In  tha t case how do yon account for  the de­
partu re from Board policy by tak ing  out a thi rd carrie r in the sec­
ond largest marke t in the United States—the Boston-New York-Mi­
ami market?

Mr. Boyd. Mr. Macdonald, I can only refer  you to the Board ’s 
opinion and I can assure you, sir,  the Board’s opinion states the real 
reasons for the Board’s decision.

Mr. Macdonald. I have read that  opinion many times and with 
great interest because if affects a good deal of New England’s industry, 
aside from the airline  itself. It  affects the lives of some 2,100 em­
ployees. I can also say to you I am not impune in your motives, as 
you indicated that you took umbrage at during  the last meeting. 
When I say tha t having read it, I can’t understand i t because actually 
you have said two things. The three-man majori ty of the Board 
indicated tha t there was no need now fo r a third carrier  and you said 
the financial aspects of Northeast was no t the reason for your decision. 
Then the decision goes along for five or six pages detai ling at great 
length, and with obviously a good deal of study having gone into 
it, the fact of Northeast’s financial predicament. So you base it on 
the fact that  there is no need now, and I never saw any other reference 
in the decision to what it now refe rred to. Does that  mean August 15, 
1963, or does it mean December of 1963, that a third car rier  is not 
necessary ?

Mr. Boyd. Well, I would say th at  the decision was issued on August 
15 and certain ly, as of August 15, that was the view of the majority  
of the Civil Aeronautics Board.

Mr. Macdonald. Is that  liable to change, Mr. Boyd ?
Mr. Boyd. Well, this gets us into the question of what is possible, 

Mr. Macdonald, and I say anything is possible.
Mr. Macdonald. Can you answer me a little  more specifically? I 

know tha t anyth ing is possible. Hav ing read this decision I quite 
agree tha t anyth ing within tha t Board  is possible. When you say 
anyth ing is possible, obviously anybody will agree wi th you, bu t I  am 
saying is it  possible in the very near  fu ture  the Board will change its 
mind on this subject ?

Mr. Boyd. Sure, it is possible. I f  you are asking me how I view 
this thing personally, I don’t know tha t I am prepared to give you 
an answer because there will be, I  presume, petitions for reconsidera­
tion filed.

Mr. Macdonald. Would you say that  this is an exceptional case 
where three carriers are not permitted to operate in the second largest 
market within the United States  when in 13 other instances three 
carriers are  able to operate with the sanction of the Board ?

Mr. Boyd. Mr. Macdonald, I think  one can characterize this case 
any way one wants to and I am in no position to dispute it, and if it 
will help any I will say clearly this is an exceptional case. I think  it 
was an exceptional case that Northeast Airlines was given a certificate 
in the first place with a temporary li fe to it.

As I said over in the Senate hearings where we covered this same 
ground, I am opposed to temporary certificates for trunk carriers. I 
think it is a mistake. But that  was an exceptional case. The fact of 
the matter is that  the Board is at  this moment engaged in investiga­
tions looking toward the elimination of third  carrie r competition in a
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number of markets. I cannot say that this is a parall el situation  be­
cause you can show me traffic-miles, and passenger-miles, and seat- 
miles and say, “Well, this  is different.” The fac t is tha t these are 
smaller markets than  the New York-Miami total market, sure; but 
in the  international  sphere  the Board tried for years  to have monopoly 
operations in various areas, figuring tha t was to the best interests of 
the U.S. Government to do so, and 1 am not prepared  to accept th at 
the Board in this case has gone completely off base and undertaken  
something that  it has not done anywhere at any time before.

Mr. Macdonald. As set out in the decision in the Great Lakes- 
Soutlieaxt Service case, which was settled by the CAB and is in the 
report,  the citation being 27 CAB 829, the Board used th is language 
which I th ink is very appropria te to this case:

We wish to reite rate one of our basic points as to the benefit of third  carrie r 
competition in a  market of the size of the Chicago-Miami market. Such a market 
is of great economic importance to Delta and Eastern, as they allege; however, 
this fact  in and of itself is not sufficient to insure—
and the Board underlined the word “insure”—
provision of the  quanti ty and quali ty of service such a large  market requires if 
its continued growth and development are to be fostered. Despite the carr iers ’ 
contentions to the contrary, it is a fact tha t their  past services have not fully 
met the reasonable demands of the traveling public. Even though the carriers 
may be able to provide a full pat tern of competitive service now, we believe the  
author ization  of a third competitive carr ier is necessary to insure tha t re­
sult * * * the presence of a thi rd competitive carrier will operate to guaran tee 
tha t ample service of the highest quality is always available.

In  t ha t particular  case the market  referred to is not as large as the 
marke t which you took Northeast out of. Would you like to comment 
on the  political ability of th e Board’s reasoning in th at case?

Mr. Boyd. Surely, I would be delighted, and I would like to make 
one thing very clear, Mr. Macdonald. We did not take Northeast out 
of any market. Northeast’s term of life had expired and the question 
was whether  we renewed Northeast’s certificate, or whether we put 
some other carrier in from among those who had applied  for tha t 
route, or whether we put  no carrier in. North east’s certificate had 
expired by its terms, and I thin k as a practical mat ter when you say 
we took Northeast out you are correct, but as a legal matt er this was 
not the case.

Mr. Macdonald. I won’t spl it ha irs with you. I would ra ther have 
some answers.

Mr. Boyd. Now on the philosophy of the Board, I would like to point 
out another thing tha t very  few people seem to be giving much 
cognizance to and one which I  have given some cognizance to, and that 
is tha t the three-carrier routes that you are talk ing about were, I 
believe, a ll granted at the time when the carriers were operat ing p ro­
peller, piston-engine air cra ft and the capacity of the airc raft , the 
speed, and the service was considerably different. Since that time the 
trun k airlines have moved into jet operations. Thei r jets are bigger; 
they provide more capacity;  and in many cases greate r frequency than 
was true in the past. This is a factor which I believe wonM-ho von dis­
tinc t bearing on some of the thi rd carrier awards
during the period of the 1950’s.

Mr. H emphill. Would you yield ?
Mr. Macdonald. Yes.
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Mr. H emphill. I  believe the experimental period was supposed to 
be 5 years, wasn’t it ?

Mr. Boyd. Yes, sir.
Mr. H emphill. At any time during  those 5 years was there any indi­

cation by the CAB to your  knowledge that  a t the terminat ion of the 
experimental period Northeast would either receive a renewal or a 
permanent certificate ?

Mr. Boyd. No, sir ; there was none.
Mr. Hemphill. Were there any press statements or anything that 

that  would probably be the policy ?
Mr. Boyd. No, sir.
Mr. Macdonald. But it is the policy of the Board, is it not, to have 

three carriers wherever it is possible where the market  will maintain i t ?
Mr. Boyd. Mr. Macdonald, it is the policy of the Board to have 

three  carriers where, in the Board’s judgment, that  is in the public 
interest.

Mr. Macdonald. I s it not in the public interest for  New England and 
the rest of the  eastern seaboard to have a thir d carr ier to back up the  
bad service that  had been furnished prio r to the entrance into this 
marke t of the th ird carr ier, namely, Northeast? Aren ’t you supposed 
to be defending the public right and interest ?

Mr. Boyd. Yes, sir;  and I think I am. I am not appearing here 
before you with any sense of shame.

Mr. Macdonald? I know tha t and you have made your feelings clear 
and T don’t think there is anything for you to be ashamed of. Anyone 
can make a mistake without being terribly ashamed.

Mr. Boyd. I will even admit to the possibility t ha t I  am wrong, bu t 
I have not been convinced of it at this moment.

Mr. Macdonald. Obviously you voted to say t ha t there was no need 
for  a th ird  carrier  now ?

Mr. B oyd. Tha t is righ t.
Mr. Macdonald. And I say to you tha t that is the basic thing in this  

whole decision because you have no guidelines as to what you mean 
by “now.” It  could change in 2 weeks. Obviously it is off season 
now. Come, the full season in Miami, won’t they need three carriers 
from New England and New York at tha t time and won’t tha t be 
“now” ?

Mr. Boyd. I don’t think  so.
Mr. Macdonald. I believe you indicated and I will ask you to com­

ment on the following: I have a statement tha t you gave in an inte r­
view to a gentleman who broadcasts for station WT VJ , channel 4, in 
Miami. I suppose you, being from Florida, are fami liar with tha t 
station , are you not?

Mr. Boyd. Yes, sir. It  is a Miami television station.
Mr. Macdonald. He indicated on the broadcas t of August 21 that—
T he CAB  C ha irm an . A la n Bo yd , to ld  me  to da y th a t no  bo dy  shou ld  give  up  

ho pe  fo r a th ir d  ca rr ie r se rv ic e be tw ee n Miam i an d New York. Boyd sa id  th a t,  
a lt hough th e CAB  has te rm in a te d  N or th ea st  A ir line s and  susp en de d th e  th ir d  
c a rr ie r ro ut e,  th is  does no t ne ce ss ar ily  mea n a perm an en t th ir d  ca rr ie r su sp en ­
sio n. The  CAB  wi ll ke ep  clos e w atch , he  s aid,  on th e se rv ic e prov id ed  by E ast ern  
and  N at io na l an d th e ir  eq ui pm en t an d sc he du les be tw ee n th e  tw o m ar ke ts .

Does that  mean tha t you are holding out hope to Northeast tha t 
they will have their certificate renewed ?
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Mr. Boyd. No, sir ; I am not.
Mr. Macdonald. Why do you say this does not necessarily mean 

suspension of a permanent thi rd carrie r and tha t nobody should give 
up hope ? If  nobody should give up hope, certainly i t would be North­
east who should not give up  hope because they held and ran thei r ca r­
riage in a very satisfac tory way. No place in  your decision have you 
ever said that  Northeast service was not satisfactory.

Mr. Boyd. Mr. Macdonald, I  certainly made that sta tement  to Ralph 
Renick and I  would make it again if called upon to do so without feel­
ing-----

Mr. Macdonald. If  you will excuse me, should Northeast give up 
hope for having this run  renewed ?

Mr. Boyd. I can’t answer that  question.
Mr. Macdonald. You ju st said that you would answer the question.
Mr. B oyd. I can only tell you this. This is a very dynamic indus­

try  and a lot  of hopes and a lot of the fears tha t were present in the  
indus try in  the late 1950’s have been proved to be wrong. I don’t p re­
tend to be omniscient in any sense of the word.

Mr. Macdonald. None of us are, but you act in an omnipotent way. 
You, as we both agreed, have the power of life and death over the 
families and jobs of 2,100 people. You are acting  like God in tha t 
par ticu lar matter. Your vote is the one tha t put  Northeast out of 
business, and that  is a hard and clear fact.

Mr. B oyd. Tha t is very t rue , but  I  do not want to assume any god­
like aspects, Mr. Macdonald. I would like to make very clear tha t 
the Federal Aviation Act provides for five Board members who are 
appointed , and confirmed by the Senate, for one purpose and tha t is 
to make decisions, and th at does not make you God i f you make a de­
cision. I could do one of two things in this case. I  could have voted 
to renew Northeast or I  could have voted not to renew Northeast. I 
had discretion. Discretion is a very weighty responsibility. I 
worked very diligently over this  case and I came to an honest con­
clusion, and I  don’t feel any more than a mortal man by having done 
so.

Mr. Macdonald. Right, sir , and I  am going  to yield because I  don’t 
mean to monopolize the time of this committee. I jus t have a couple 
of more questions and one a very basic one.

I don’t understand, a fte r havin g read and reread this  decision, the 
real basis on which you voted. As you said you searched your con­
science and made an honest decision, and I am sure all o f tha t is true. 
But in reading and rereading the decision I  cannot put my finger on 
what basis you cast your vote to kill Northeast.

Mr. Keit ii. Mr. Chairman, would the gentleman yield ?
Mr. Macdonald. Af ter  I get an answer I certain ly will.
Mr. Keith. I have perhaps  some l ight  I can shed on the question.
Mr. Macdonald. I will be happy  to after  his answer.
Mr. B oyd. I can only tell you, Mr. Macdonald, as poor as i t is, my 

reasons are in the order.
Mr. Macdonald. What are they ?
Mr. Boyd. They are in the order.
Mr. Macdonald. I have read the order. You say that  a thi rd car­

rier  is not needed now.
Mr. Boyd. Tha t is right , sir.

40-6 62—65----- 7
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Mr. Macdonald. And by tha t decision you hold out the hope to these 
2,100 people tha t you are going to see the light, that  Northeast is 
going hack in.

Mr. Boyd. No.
Mr. Macdonald. Did Northeast ever indicate to you tha t they were 

not capable of cariyin g on this run ?
Mr. Boyd. You mean did they tell me that?
Mr. Macdonald. Their record, tha t you, I am sure, scrutinized be­

fore you cast this very impor tant  decision.
Air. Boyd. As a matter of fact, Mr. Macdonald, the examiner who 

heard  this case in the first instance found tha t Northeast was finan­
cially unfit to continue operations.

Mr. Macdonald. Then why d id he vote to continue?
Mr. Boyd. He did not vote to continue Northeast, Mr. Macdonald. 

There is some misapprehension on your part if you think the examiner 
voted to continue Northeast Airlines. The examiner said Northeast 
Airlines is unfit. Therefore, Nor theast  Airlines should not be renewed.

Mr. Macdonald. Then why d idn’t you adopt his reasoning and say 
they were unfit?

Air. Boyd. I did not feel i t was necessary to do that .
Air. Macdonald. AVhy ? Ei ther an a irline is fit to continue a service 

or they are not. It  is my impression tha t this airline  was well run. 
They had no accidents. As a matt er of fact, the irony is they were 
receiving an award for  the safes t trunk carrier  airline  duri ng the week 
tha t the ir feet were cut out f rom under  them.

Air. Boyd. I would also like to say on that  point, Air. Macdonald, 
that we operate on the belief which is pret ty well established, tha t all 
of the a irlines are safe, and safety is not  a factor.

Mr. Macdonald. Some are safer than others I would think. Your 
accident record will show tha t.

Air. B oyd. I think if you want to choose any p articular year tha t is 
true. Some airlines have accidents in the course of a year and others 
do not but, over a period of time, it is our judgment that all of the 
airlines  are as safe as they can humanly be made to be and, in any 
event, we do not consider safety matters in an economic case. Tha t is 
the function of the Federal Aviation Agency.

Air. F riedel. AVill the gentleman yield?
Air. AIacdonald. Yes.
Air. F riedel. Mr. Boyd, when you said th at the examiner said “un­

fit,” you mean unfit financially ?
Air. Boyd. I said financially unfit. There has been no question about 

the competency of the management  o r of  the personnel of Northeast 
Airlines. So fa r as I  know they are fine and wonderful people, and I  
realize th at it is very small comfor t for  me to say, afte r having kicked 
them in  the solar plexus, I  am sorry, bu t I  am, and yet I  do not believe 
tha t the Federal  Aviation Act  specifies t ha t the Boa rd’s decision on 
route matters shall be decided on the basic of what impact the Board's 
decision may have on personnel.

Air. K eith . Air. Chairman?
Air. F riedel. Air. Keith.
Do you want to yield ?
Air. AIacdonald. Yes; I yield.
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Mr. K eith. At th at point,  you say on page 19 of the hearing repo rt:
We cann ot accept Nor the as t’s argu men t th at  an esta blished  Board  policy 

favorin g multiple competition  require s the  cont inua tion  of thr ee- car rie r service 
in tlie Ea st Coast -Florida marke t. The amount of competition that  should  be 
author ized in a given ma rke t does not  turn on the number of ca rriers  the Board 
may have authorize d in some oth er markets  but  depends upon the specific 
fac ts and circum stances aff ectin g the  marke ts under cons idera tion.  We find here 
only th at  a thi rd ca rri er  is no t needed at  the  presen t time  in the East Coast- 
Flo rida markets .

Now, the real question that you have been working on, it seems 
to me, is that,  when you are determining the carriers, you approach 
it from the wrong point of view. The question should not be how 
many are needed, but the question should be how many can i t stand, 
and if you approach it from the basis of  need, you are not helping 
the competition. If  you approach it from the basis of how many 
can it  s tand, you have a positive point of view toward the free enter­
prise system, competition. One line conceivably could handle from 
the point  of need all of th e traffic between Miami and New York and 
Washington, but it could stand three. On tha t basis I think that  
we have a real argument as to the philosophy of those in the majority 
in th is decision because i t should be on the basis not of need, but. how 
much can it stand. I would like your comment on that,  if you 
would.

Mr. Boyd. I can only comment, Mr. Kei th, t ha t your point of view 
is a reasonable one and it is ju st not one that we operate on. I think 
if I could expand for a moment, first of  all, the atmosphere in which 
this mat ter is being discussed seems to be one that  assumes that if you 
have three carriers you have competition. If  you have two carriers 
you don’t have competition. I  am not prepared to accept that.

Mr. Keith . May I , at this  point, ask if  it, would be more competi­
tive with three than with two ?

Mr. Boyd. Not necessarily.
Mr. K eith . Generally speaking?
Mr. Boyd. Generally speaking , certainly I think i t would, and this 

goes to my second point, and that  is tha t the provision of the s tatute 
dealing with competition says “competition to the exten t necessary.” 
There is no quesion but wha t the framers of the Civil Aeronautics 
Act in 1938 tried to meld the best of two different worlds : One, the 
world of classic u tility  regulation which is generally a monopoly op­
eration, telephone, power companies, et cetera ; and the other, the 
world o f free-running competit ion, and, as in most cases I think  when 
you tr y to get the best of both worlds, you sometimes get some pretty 
ragged edges, and th is may be one of the ragged edges we are sitting 
on at the moment.

Mr. K eith . With  reference to the amount of traffic tha t can be had 
on a part icul ar line, the examiner found, and in my mind correctly—

Th at the  addi tion of “fighting ships"  by Easte rn at  that  pa rti cu lar time was 
to reduce  the  load fac tor  of all ca rr ie rs  in the marke t ju st  pr ior  to the  hearing 
in this proceeding and fu rth er  to weak en the  No rtheas t’s position.

I f  you are going to say that  Northeast is financially incapable of 
assuming the burden of this traffic have you not some responsibility 
to make certain  tha t cut thro at competition is not permi tted to put 
Northeast in that  embarrassing position?
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Mr. Boyd. Sur ely .
Mr . K ei th . An d wha t fo rm  does th at  sup erv isio n tak e?
Mr. Boyd. We ll, as I  s aid the othe r d ay,  a  g reat  d eal  o f the  B oa rd’s 

ju ris di ct io n is n ega tive . W e have cu rre nt ly  before  u s a comp laint of 
No rth east Airlin es on th is  very po int . Th e c om plain t w as filed under 
the no rm al  procedure  and went to  the  Bu rea u of En forcem en t under 
de leg ate d au tho rity.  Th e Dire ctor  of  th e Bu reau  of  Enforcem ent  
exam ine d the  comp laint an d such  su pp or tin g da ta  as was presen ted  
wi th  it and conc luded  t hat th e comp laint was gro undless.  He , th er e­
fore, dism issed t he  com pla int . Th e ca rr ie r has appe ale d to the Board  
th e D irec to r’s dismissal . We hav e n ot acted on th at appeal.

Mr . K ei th . Should you  no t hav e a co nti nu ing  ki nd  of  con tact  to 
make ce rta in  t hat  these pract ice s, which are  on th ei r face un fa ir  and  
co nt ra ry  to  the public in terest,  don ’t hav e to be b ro ug ht  to  y our at ten­
tio n by the company con cerned?

Mr. Boyd. Mr. Kei th , th is  is a very difficul t area. I t  has the same 
difficulties th at  we have fo un d in connect ion wi th  th e problem of 
adequa te service on the lowTer  end  of  the scale and th at  is th at  there 
are no objective  stan da rd s in  the statut e and it  is no t a clea r-cu t 
pro po sit ion  whe re one can  ma ke a judg me nt  and say  x  numb er of 
schedules are  good and ben efit  th e public  a nd  x  p lus  one are  too  many  
an d are being  used as so-c alle d fig ht ing  ship s. Th e ca rri er s who are 
accu sed of  t his —and th is  is no t the  firs t tim e th is  ha s hap pened—all 
have wh at  could  be co ns tru ed  as  reasonable grou nd s fo r prov idi ng  th e 
freque ncies the y do, and absen t some sort of  o bjectiv e sta nd ards  it  is 
ext rem ely  difficult fo r us  to  s ay x  p lus  one is too m any frequencies  a nd 
is be ing  used  fo r unfa ir  comp eti tion. W ha t we are ta lk in g abo ut is 
pu re ly  a mat ter of  deg ree.  I f  a com munity , fo r exa mple, gen era tes  
100 passeng ers  a day going , say , fro m th is  comm unity  to New York,  
an d the re  are 2 ca rri ers or  3 car rie rs  com pet ing  fo r those  100 passengers 
an d 1 ca rr ie r pu ts in 20 fligh ts wi th a, c apac ity  of  135 pas sengers on 
each flig ht, then I  th in k even the Bo ard  would  feel th at th at  was too 
mu ch of  a good thi ng .

Mr. K ei th . I wou ld like  to  close by one fu rther  comm ent  if  I  may.
Mr. F rtedel. We have to  he ar  fro m some of  the othe r members.
Air. K ei th . May  I  m ake  one fu rther  comment i n closing ?
Mr . F riedel. Yes.
Mr.  K ei th . I rea lize  th at  y ou hav e thi s problem  t ha t you  mentioned 

with  reference  to how mu ch traffic  can  be ca rried  betw een com pet ing  
air lin es  and  the  possibil ity  of  fig hti ng  ships up se tti ng  them, bu t you 
reache d the  decision there to  leav e it  alone and  ye t wi th  refe renc e to 
the  use of three lines, as co nt raste d to two, you used a lit tle  dif ferent  
logic, and it seems to me t h a t in doing  so you have  r ea lly  sounded the  
de ath pena lty  fo r Nor thea st.  I t is alm ost  like a mercy  ki lli ng  fo r 
No rth east wit hout the  consen t of  the p ati en t.

Tha nk  you. Air. C ha irm an .
Air. F riedel. Air. Devin e, any  questions ?
Air. D evine. Yes, Air. C ha irm an .
Air. Boy d, all of us, of  course, draw  infe ren ces  fro m the  spoken 

wo rd and Air. A lacdonald cit ed  ap pa rent ly  a televi sion interv iew  you  
ha d at  some sta tion in Miam i in whi ch you  a re quoted in  effect as say-
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ing that  no one should give  up hope for a possible thir d trunk  ca rrier  
at some future time. When you make reference to no one I would 
presume that  you are talk ing about the traveling  public rather than 
carriers, is tha t correct ?

Mr. B oyd. Actually, Mr. Devine, if I can set this in the context of 
the interview, I have had a number of letters, primarily  from hotel 
interests in Miami and Miami Beach, and  the tenor  of the letters have 
been th at “we are going to fall apart  i f we don’t have three carriers,” 
and my comment to Ralph Renick was th is: Fi rs t of all, I  think  that  
Miami is on a s trong enough base that  the difference between two and 
three carriers is not going  to wreck the economy of Miami. Second, 
I think, as dynamic as thi s industry is, tha t no one should give up any 
hope tha t there might be a th ird  carrie r, and I was thinking  primarily 
of the hotel people who had written me these tear-stained letters.

Mr. Devine. But not think ing primarily of the carriers?
Mr. Boyd. No, sir;  I have no intention of leading Northeast on 

to believe that  I am going to change my views about something new 
that was not in the record at the time the case was decided.

Mr. Devine. In  view of the findings of your examiner that North­
east financially is unfit, presuming a t some futu re time the Board in 
rehear ing this ma tter or reexamining it would determine tha t there is 
and, in fact, a need for a third trunk carrie r, tha t would not neces­
sarily  mean that it  would be Northeast.

Mr. Boyd. Not at all. Northeast has no prior legal claim on this 
route. As a moral propos ition I think tha t if there had been a third 
carr ier put in, the normal tendency would have been to give Northeast 
a plus mark for the efforts i t has made over the  past 5 years, but as a 
legal proposition Northeast has no claim whatsoever.

Mr. Devine. There are other trunk carriers that have made bids 
for this run ?

Mr. Boyd. Very definitely, yes, sir.
Mr. Devine. And in the event again the Board would see that there 

is an area for a thir d tru nk  carrier  and you found some other c arrie r 
tha t is fit financially, notwithstand ing the proper moral responsibility 
to Northeast, I would presume the Board would give consideration 
to the other carriers.

Air. Boyd. Oh, surely, surely.
Mr. Devine. I think that is all, Mr. Chairman.
Mr. Friedel. Mr. Hemphil l.
Mr. Hemphill. Thank you, Mr. Chairman.
As I  understand the legal situation now, since your  Board has made 

a decision is there or is there not a motion for reconsideration pend­
ing before the CAB ?

Mr. Boyd. I don’t believe one has been filed yet, Mr. Hemphill, but 
the carrie r has until, I believe, the fifth of September to file a petition 
for reconsideration.

Mr. H emphill. What you are saying here today is tha t you are not 
passing on that motion at this  time?

Air. Boyd. No, sir.
Air. Hemphill. Because you have a duty to give it the same fai r 

consideration I think you gave the other one?
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Air. Boyd. Tha t is correct.
Mr. H emphill. You had a colloquy with Mr. Keith on the question 

of need and how much it can stand. As a general rule, when the Board 
makes a decision tha t the marke t has been saturated do they allow 
another carrier to go in under those circumstances?

Mr. Boyd. No, sir.
Mr. Hemphill. If  I am asking you something tha t would in any 

way be improper in view of your duty to pass upon a motion for re­
consideration if a pet ition were filed, please tell me so because I am a 
lawyer and I don’t think that  is proper  and I know you don’t. As I  
understand the  history of this, in 1956 or thereabouts  Northeast peti­
tioned for a temporary certificate.

Mr. Boyd. They petitioned for  a certificate.
Mr. Hemphill. A certificate. A temporary certificate was 

rendered.
Mr. Boyd. Yes, sir. Northeast on reconsideration raised no objec­

tion to the temporary nature of the certificate.
Mr. Hemphill. But tha t certificate was confined to this particular  

market, the Florida-east coast market?
Mr. Boyd. Yes, sir.
Mr. Hemphill. At tha t time was Northeast a trunkline, or what 

was it?
Mr. Boyd. It was a local service carrier.
Mr. Hemphill. Was it being subsidized at tha t time?
Mr. Boyd. Yes, sir; and, in fact, was subsidized for 2 years afte r 

the route was awarded on the basis of the judgment of the Board at 
that tune, as I  understand it, tha t it would take Northeast 2 years to 
get itself geared up for the Florid a operation.

Mr. H emphill. And was there  a finding by your Board or was there 
testimony to the effect that  afte r this temporary certificate was 
awarded they went into markets to buy airplanes to service the traffic?

Mr. Boyd. I don't know whether there was a finding to th at effect, 
but we have common knowledge, if not judicial knowledge, that this 
was done.

Mr. H emphill. Was this  the only trunk  carrier having a temporary 
certificate during that  period ?

Mr. Boyd. I believe so, Mr. Hemphill. I have a search going on 
now to ascertain whether there were any others ope rating  under simi­
lar  conditions. As fa r as I can ascertain, I am relatively sure that 
Northeast was the only trunk with a temporary  certificate. There 
were other trunks opera ting portions of their  system on exemptions.

Mr. H emphill. The Board has made a decision by 3 to 2, as I under­
stand. We have had the expression here that it would kill Northeast. 
As a m atter  of fact, what this does is return Northeast to a local service 
carrier?

Mr. Boyd. Yes, sir.
Mr. H emphill. And there is no restriction on that , but there is a 

subsidy proposed of $3.7 million. Was that the subsidy which was 
in effect at the time they were given this Florida-east coast certificate?

Mr. Boyd. No, sir. The subsidy in effect at t ha t t ime was about $2 
mil l’on and the $3.7 million figure that Mr. Macdonald has is the one 
that the Board has calculated on the basis of a current class rate
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formula, and obviously we had to make a number of assumptions be­
cause there is a very real question, fo r example, as to whether or not  
the DC-6 is the rig ht  type of equipment to be utilized over the short 
haul segments tha t characterize the New England air network.

Mr. Hemphill. Did your Board make a finding tha t the two carr iers  
which retained the right to service the same markets which Northeast 
has now been moved out of could give adequate service ?

Mr. Boyd. Yes, sir .
Mr. Hemphill. Speaking of competition, would there be competi­

tion between those two lines ?
Mr. Boyd. Yes, sir. I don’t think anyone who is at all familiar with 

the aviation industry would question the valid ity of competition be­
tween National and Easte rn who have been at each other’s throats 
since they first star ted competing with each other.

Mr. Macdonald. Would you yield at tha t poin t ?
Mr. Hemphill. Certainly.
Mr. Macdonald. The only thing  is, Mr. Boyd, how many flights 

does National have going into Boston ?
Air. Boyd. I have no idea, Air. Macdonald. I can provide you with 

tha t information.
Mr. Macdonald. I think you will find that  it is very, very few, and 

you say it is the consensus that  there is a good deal of competition in 
tha t field. You speak as ex cathedra, you are  the law, but I think  th at  
your feelings on this  matter won’t be reflected in the thinking of the 
people of New Eng land who had to put up with the type of service 
they had prio r to the third carr ier’s entrance into the Held. When 
Eastern—and I am not picking on that  airline particularly , but I 
know in the opinion of the majori ty—that Eas tern ’s welfare keeps 
recurring throughout the opinion. What effect this decision is going 
to have on the welfare of Eastern, had the field preempted to the 
south the service that i t gave and the people of New England received 
was certainly second rate. I am sure if you were a member of  the 
Board during  tha t period you must have gotten many irate  letters 
about the lack of scheduling, and handling of baggage, and other 
service problems confronting  any airline. These letters were the high­
est. in the history  of my office. In any event, when you say there is 
going to be adequate competition in that  area, I think that the past 
history does not agree with vou.

Mr. Boyd. I won't question that, Mr. Macdonald. I was not at the 
Board at that  time. I was in even worse shape. I was a captive  custo­
mer of Eastern and the service tha t Eastern provided during the 
early and middle fifties to my mind was absolutely lousy, and I think 
I am being kind to Easte rn to say that . The facts are tha t both East­
ern and National have had a complete change of management since the 
award to Northeast. The ir equipment pic ture is completely different 
than  it was then and I don't think that you can always go on the basis 
of past history.

Another point I would like to make is that the current management 
of Eastern has certa inly shown in every way a tremendous effort to 
provide the best possible service to the public.

Air. AIacdonald. When they are competing in a competitive market 
I would tend to agree with you. But you have to read past history
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to at  lea st have some thing  be tte r th an  an inc ide nt to  base  a decision 
on. I  say th at  th ei r pa st  hi stor y is such th at  when they  are  in a no n­
comp eti tiv e m arke t th ei r l as t i nte rest i s th e passeng ers  th at th ey carry . 
Thi s ha s been the h ist or y of  Ea ster n in New Eng land , and  I  th in k it  
wi ll continue to  be unless t he  decision is r ever sed or  unless the  C AB  i s 
mu ch more d iligent in i ts effo rts  than  it  was du rin g t he  per iod  to  whic h 
we b oth hav e re ference.  Many people in New Eng la nd , and  I  am sure  
I am speakin g fo r New Eng la nd  because of the  le tte rs  I  receive, are  
qu ite  fe ar fu l of  a retur n t o t his  sta te  of  affa irs.

Are  you finished ?
M r .'He mpiiil l. No, bu t I  would  like to  follow up  wh at you said .
I  have  been a capti ve  o f Eas te rn  too, so the th ree of us are  in the 

same bo at on th is one issue. I wa nt  to  ask you  some thi ng  about the 
bas ic phi loso phy . As  I  un de rs tand  a cert ifica te, it  is  not  given  unless, 
as yo u say, there  is a necessity  for  the  service . Is  no t that righ t, sir  ?

M r. B oyd. Tha t is ri gh t.
Mr. H em phill . W ha t ob lig ati on  is there to  make a stop whi ch is 

no t pro fita ble? W ha t ob lig ati on  to the pub lic?  I  asked Ea ste rn  to 
make a sto p to p ut  off some ma il in Charo let te,  N.C ., w hic h would m ean 
$150,000 to $200,000 a day to  the  busin ess peop le in m y section, and t hey 
said it  wou ld cost the m money  to sto p and they let th e public in­
tere st go to  th e Devil in th a t pa rt ic ul ar  in stan ce. W hat is the  philos­
ophy o r th e policy o f the  CAB  w ith  r eg ard to ins tan ces  l ike  th at?

Mr . Boyd. Mr. He mph ill , I  th in k th at  it is a m at te r of law and  
th at is th a t a ca rri er  m us t serve every com munity  to  which  it  is cer­
tif ica ted  on th e rou te ove r wh ich  i t is c erti fica ted , bu t beyond  that  the  
law  only says th at  the  service s ha ll be a dquate a nd  the  law h as  provided 
us with  no  st an da rds w ha tso ever as to wh at  is  adequate  serv ice. I  am 
ce rta in  th at there  are  com mu nit ies  in th is coun try  no t g et ting  ade qua te 
service.

Mr. F riedel. Fr iend sh ip  is one o f them.
Mr. Macdonald. An d Bo sto n wil l be a second.
Mr . Boyd. We  cannot ma ke  an  air lin e stop  on a pa rt ic ul ar  fligh t. 

Th ere is no thing  in th e law  th a t gives  us th at au th or ity . Th roug h 
legal means  we can  force an  ai rli ne  to  pro vid e adequate service  once 
we can figu re out w ha t is adequ ate  service .

Mr. H em phill . B ut bey ond  th at the y can skim  t he  crea m?
Mr . B oyd. Th at  is rig ht , sir .
Mr. H em ph ill. An d they  do. Ge tting  back to th is  p ar tic ul ar  m at ­

te r, I  believe you said th at  th e Bo ard in its  decis ion did not conside r 
as a de ter mining  fa ctor  o f t he  m ajor ity  opin ion  the  financ ial unfitness 
which  the hear ing exam iner ha d subscribed to No rth east,  is th at  
co rre ct  ?

Mr. Boyd. Tha t is righ t, sir . We  did  no t feel, in view  of our con­
clusion th at  three  ca rri er s wer e no t needed  at  th is tim e, th at  it was 
nec essary  f or  us to make a fo rm al  finding  on the rec ord as to financial 
fitness o r unfi tness of N or thea st  Airl ine s.

Mr . H em ph ill . Was th a t co nsid ered ?
Mr. Boyd. Yes, sir.
Mr . H em phill . Di d you  also  c ons ider th e fina ncial difficu lties Eas t­

ern  h ad  been hav ing  ?
Mr. Boyd. Yes, si r, c er ta in ly . One t hi ng  th at  I  am su re  you ge ntl e­

men rea lize, and I  don’t qu ite  know how to  ph ras e th is,  is the  Bo ard  has
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a responsibility for an air  transporta tion system in this country and 
we have to keep tha t in mind as we decide individual cases. We cannot 
close our minds to the fac t that we are deal ing w ith a system and not a 
single route, even thoug h the case may involve a single route.

Mr. H emphill. I believe you did say that in your personal opinion 
or the B oard’s opinion you were opposed to a temporary certificate for 
the trunk carriers.

Mr. Boyd. Tha t is my personal opin ion; yes, sir.
Mr. Hemphill. Was any policy such as t ha t expresesd in the ma­

jori ty opinion on this par ticu lar  case ?
Mr. Boyd. No, sir.
Mr. Hemphill. It  was not ?
Mr. Boyd. No, sir.
Mr. Hemphill. I certa inly thank you, sir. I apprecia te your pa­

tience with my questions.
Mr. Boyd. Thank you, Mr. Hemphill.
Mr. Friedel. Mr. Bennett.
Mr. Bennett. Mr. Boyd, I have no personal intere st in this Nor th­

east case, but I must admit  I was surprised when I  read the paper about 
the Board’s decision an d I wonderd a t the time, not having read the 
decision, but merely having read the newspaper account of it, what 
the reasons were that prompted the Board to take off this third carrie r. 
Are any of these carr iers  gettin g subsidy on the  route that  we are 
talk ing about?

Mr. Boyd. No, sir.
Mr. Bennett. Then there is no Government money involved in the  

case, is there ?
Air. Boyd. No; except to the extent i t may become necessary to sub­

sidize Northeast.
Air. Bennett. I mean up to this point the re is no subsidy involved ?
Air. Boyd. Tha t is right , sir.
Air. Bennett. And is there  any public interes t involved ? In  your 

opinion is i t in the public interest in any par ticu lar area or general 
public interest to take this carrier off this route?

Mr. Boyd. Air. Bennett, we think tha t we are acting in the public 
interes t, and this gets me back to the system th at I was talking about. 
You can make all sorts of comparisons. You can find, for example, 
that United Air  Lines is making a profit on its operations  from San 
Francisco and Los Angeles to Honolulu and i f you want to limit your 
consideration to San Francisco-Honolulu you say, “Well, United Air  
Lines ought to have two more competitors because they are doing so 
well,” but the fact is t ha t United Air  Lines is also serving Yakima, 
Wash.

Air. Bennett. I don’t want to get into the philosophy of this be­
cause I don't want to take  the  time. Let me ask vou would the public 
be adversely affected had you renewed the certificate of Northeast?

Air. Boyd. We think so.
Air. Bennett. Why ? Wh at was the complaint ?
Air. Boyd. We received more complaints about poor service in the 

New Eng land  area served by Northeast than  we have from any other  
section of the country from the time th at Northeast received its cert ifi­
cate to  serve F lorida . We see no possibility of N ortheast improving 
its service to New England , in New England, if it were to maintain
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a lon g-haul  op era tion. We t hin k ce rta inly the  publi c in New Eng land  
is adverse ly affected.

Mr. B ennett . I s th a t one  of  the  prin cipa l reasons ?
Mr . B oyd. Yes, s ir ; th at is s ta ted in the opinion .
Mr. Bennett . I s e ith er  o f th e othe r ca rri ers involved losing money 

on th is  rou te?
Mr . Boyd. I  do n't  belie ve th at  eit he r of  them is los ing  money on 

the ro ut e;  no.
Mr. Benn ett . Was No rth ea st l osing m oney?
Mr. B oyd. Yes, sir.
Mr . Bennett . On  thi s ro ute ?
Mr. Boyd. Yes, sir.
Mr. Bennett . W ha t was t hei r arg um en t abo ut?  Were t he ir  sto ck­

ho lde rs wi lling  to pick up th e t ab  ? I  assume,  since  it  is n ot  on subsidy , 
it would  be the  stoc kho lders pay ing th e bil l for  this.

Mr. Boyd. Ac tua lly , I th in k it  was the cre dit ors ra th er  than  the  
stoc kho lders.

Mr . B ennett. Were  th e cre di tors  w illi ng  to pick u p t he  tab  ?
Mr. B oyd. Tha t is a very high ly  deb atable  question. As I  un de r­

stan d it,  some of the cre di tors  are  g oin g to  ta ke  thei r equ ipm ent  back  
the 11th  of  Sep tem ber , an d othe rs  were  p repa red to take  the ir  e quip­
ment back at  ap prox im ate ly the same date,  which  wou ld have left 
No rth east,  absent othe r ar rang em en ts th at  it  might  have made , and  
I do n’t know wh at it m ight  hav e been able  to do, be re ft  of long-haul  
ai rc ra ft  and some sh or t-h au l a ircr af t.

Air. Macdonald. Wou ld th e gen tlema n yiel d?
Mr. B enn ett . Yes.
Mr . Macdonald. Tha t is only pa rt ia lly  tru e, is no t it,  Mr. Boyd? 

Is  i t n ot  a fac t t ha t t he  H ug he s Too l Co. a nd  H ug he s being  one  of  t he 
big ges t c red itors,  ju st  4 to 6 d ays be fore yo ur  final  decis ion,  was wi llin g 
to inv est  ano the r $26 milli on in No rth eas t to keep  i t going?

Mr.  B oyd. No, sir.
Mr. Macdonald. Th at  is n ot  tru e ?
Mr. B oyd. No, sir.
Air. AIacdonald. I  was to ld  by the  pre sid ent of  No rth eas t, as was 

eve ry mem ber of the  New Eng la nd  delega tion , th at  ju st  4 days befo re 
the final decis ion, Hu ghes  ha d ou tst andin g, $26 milli on  wo rth  of debt , 
which  it gave  to No rth east— in othe r words, cre dit ed  them with $26 
mi llio n. You  say that  is not a f ac t ?

Air. Boyd. No; I  don't  disag ree  w ith  th at  sta tem ent at all, but  th at  
is n ot my view o f an inv est me nt of  an ad dit ion al $26 m illion.

Air. AIacdonald. I f  yo ur  cred ito r is pre ssing  you  fo r $26 mil lion , 
which  a dds to v our bad bal anc e on the books, and the cre di tor says, “I  
will  make you a p resent  of  th is $26 milli on,” you do n’t th in k that  th at  
incr eases your  assets  or  dedu cts  from yo ur  debts, wh ich eve r way you 
want to look at  it ?

Air. Boy’d. I t elimi na ted  th e deb t of $26 milli on ; yes, sir.
Air. AIacdonald. Di d th at  not  help clear up  t he fina ncia l pic tur e of 

No rth east?
Air. B oy’d. Why, ce rta in ly  it help ed.
Air. AIacdonald. I  th ou gh t you  ind ica ted  to Air. Bennett  in you r 

answ er th at  c red ito rs we re p ress ing him  ve ry h ard .
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Mr. Boyd. I made no such statement, Mr. Macdonald. I did not say 
this, but to be specific, it  is my unders tanding that Vickers Corp, is 
going to reacquire i ts Viscount airc raft  from Northeas t on September 
11. It  is also my understanding that  General E lectric proposes to take 
its je t engines back sometime in September and t ha t the  Convair 880’s 
owned by General Dynamics and leased to Northeast Airlines will also 
be taken back.

Mr. Macdonald. Wasn’t most of th is financial trouble based on the 
fact  tha t they were ope rating on a tempora ry certificate?

Mr. Boyd. Tha t is what they say. I don't know.
Mr. Macdonald. Is it not a fact with a tempo rary certificate th at 

obviously you can’t get long-term loans in the same way you can with 
a permanent certificate? And  had they had a permanent certificate 
tha t nine-tenths of their  financial troubles would have been resolved?

Mr. Boyd. I am not prepared  to accept that, no, sir.
Mr. Macdonald. I will make it as a statement and you can disagree 

with it, because i t has been told to me by everybody who has any con­
tact  with this situation, and I think  you being the man who cast the 
deciding vote should be aware of it.

Mr. Boyd. I am not prepared  to disprove the statement because 
we are talking about what might happen and I can’t say that,  but I 
can say this:  Tha t certainly I accept tha t Northeast had to pay a 
higher interest ra te for the money it  borrowed than it might have had 
to pay  had it  possessed a permanent certificate. We are talking about 
the difference between I think  at the outside of to 7 percent in­
terest, and this does not  add up anywhere near to $40 million, which 
is wha t I  understand Northeast has lost since 1956. There is just  not 
tha t much involved, even though we are talk ing about fairly large 
sums of money.

Mr. Macdonald. Hasn’t Nor theast made asurances to you tha t had  
the temporary certificate been continued in the light of thei r good serv­
ice the ir financial problems would have mainly been solved?

Mr. Boyd. Mr. Macdonald, I will tell you one of the  things that  bore 
on my decision. I came to the Civil Aeronautics Board, November 
15,1959, and within 60 days I  had my first contact with Northeast Air ­
lines. The management came in. They were in terrible shape. They 
had thei r back to the wall and they had to have some money and the 
Hughes  Tool Co. was willing to put some up, and this created problems 
because Hughes Tool Co. owned the majority of TWA stock. They 
needed immediate help to get approval from the Board  for Hughes 
Tool Co. to lend the money. At tha t time they presented us with 
a pro forma profit and loss statement. They were currently losing 
at the rate of about $3 to $3^  million a year. If  we would approve 
this loan they were going to make $7 million in 1960. In November 
of 1960 they  came in and they had lost over $5 million. They needed 
more money and they had a pro forma balance sheet and profit-and-loss 
statement.

If  we would permit Hughes Tool Co. to lend them more money 
in 1961 they would make $5 million. In 1961 the ir back was really 
to the wall. They lost more than they had antic ipated they would 
earn and they needed more help, so we cleared the desks. We did a lot 
of things for them tha t to our mind were completely extrao rdinary
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measures o f relief. What did they do? They lost about $7 million 
or more in 1962. This is 3 years in a row that  these people in all  sin­
cerity have come in to see the Board and made recommendations about 
how much money they were going to make next year “i f”—and as far 
as I am concerned you reach the end of  the line. You make a decision, 
and 1 am f rank to say tha t this  bore on my judgment.

Mr. Macdonald. Right, sir. In  tha t regard, and then I  will yield 
back to Mr. Bennett, and I appreciate your y ielding to me, Mr. Ben­
nett, if  this is the real reason-----

Mr. Boyd. Tha t is not the real reason.
Mr. Macdonald. You have just said tha t this bore on your mind 

when you made the decision.
Mr. Boyd. Absolutely.
Mr. Macdonald. And yet the decision says nothing about that . The 

decision says that Northeast is not  recertified because there  is no need 
now, and I underline tha t “now,” for a t hird carrier.

Mr. Boyd. Tha t is right.
Mr. Macdonald. Which is one of the reasons I could not under­

stand your decision no matter how many times I read it. Eith er you 
did it because they are in bad financial shape, or you did it because 
there is no need for a third carrier, but you testified here today that  
their  financial situation is the real reason.

Mr. Boyd. Mr. Macdonald, you are p utting words in my mouth.
Mr. Macdonald. I am t rying not to. I am just trying to get why 

you did make the decision. Your written  opinion says th at  the  real 
reason for  the decision is tha t there  is no need now, and you never 
define the limitations of “now.”

Mr. Boyd. That  is right , sir.
Mr. Macdonald. For a thir d carrier.
Mr. Boyd. Tha t is right.
Mr. Macdonald. But all day today you have been ta lking about the 

bad shape Northeast is in financially and how you get tired  of their 
protes tations that  they would do better if you just gave them a little 
more time. You could probably build as good a case if you based it on 
the financial situation, but you did not do so and, therefore , all of us 
are confused as to the reason behind the decision. In your decision 
you keep talkin g about the adverse effect tha t the recertification of 
Northeast would have on Easte rn Air Lines, and I very respectfully 
submit to you that  this should not be the basis of any decision. The 
effect on a second carrier  bv the means of a third c arrie r in a market.

Mr. Boyd. Historically the Civil Aeronautics Board has dealt with 
route certifications on the basis of the effect on carriers. This has 
gone on for 25 years, which is the period of our existence, Mr. Mac­
donald, and i f this  is wrong I think th at it  would be very helpful i f we 
got some sort, of a mandate from the Congress telling us tha t our policy 
is wrong. There are two other points I  would like to make in response 
to what you have said.

Fir st, you made the statement  tha t all day I  have been talking about 
the poor financial conditions of Northeast Airlines. I  submit, sir, 
tha t is incorrect. I did not raise this point at all. Questions have 
been asked of me and I  have been try ing  to answer those questions to 
the best of my ability.
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Secondly, you say that  from my answers you now find the real rea­
son is the financial difficulties of Northeast Airlines. I submit, sir, 
this is incorrect and I  would like to say, furthermore, tha t having spent 
the last Sy2 years of my life at the Civil Aeronaut ics Board dealing 
with nothing but civil aviation I do not have a single-track mind. 
There are factors which bear on my judgment in any matter and I  do 
not believe for one minute th at you would like me or any other Board 
member to say, “I  am going to  glue on to one point. Nothing tha t I  
know, nothing tha t I  think, nothing tha t I have learned, is going to 
have any bearing on my judgment,” t ha t “I  am going to live or die 
based on no need now.”

Mr. Macdonald. That is exactly what the decision said, Mr. Boyd. 
I am not saying tha t is how you should have made the decision. I 
am saying, after a very careful reading  and rereading of this  decision, 
tha t the decision is that there is no need now for a third carrier.

Mr. Boyd. Tha t is r ight. Tha t is absolutely correct, and it is for 
tha t reason I think th e o ther factors a re really  not  essential.

Mr. Macdonald. I f  they  are not essential why do you say th at they 
had a bearing on your mind ? and I quote you exactly.

Mr. Boyd. Because, when I  look at a situat ion I try to give all of 
the thought and all of the knowledge that I  have to bear on the subject.

Mr. Friedel. Mr. Bennett.
Mr. Macdonald. Tha nk you, Mr. Bennett.
Mr. Bennett. As I  indicated before, I  have no personal interest in 

this matter and I am not  criticizing your decision because I have not 
had an opportunity to carefully read it. But I say again, I was sur ­
prised by the decision because in a case where the public is not losing 
anyth ing and the Government is not losing anything  by a service of 
this type, i t is hard  for me to understand why i t should be taken off.

Mr. Boyd. Mr. Bennett, I would like to point  out again tha t we 
think the public is losing by v irtue of Northeas t’s inability to provide  
service in New England.

Mr. Bennett. You jus t got through saying a l ittle  while ago that  
when you were rid ing  Eastern exclusively the service was lousy.

Mr. Boyd. Tha t is right .
Mr. Bennett. Yet the  certificate of Eastern was not taken away 

on tha t basis.
Mr. Boyd. No, it was not because it was a permanent certificate. Mr. 

Bennett, and the Federal Aviation Act provides no method for revoca­
tion of a permanent certificate.

Air. Bennett. You mean they could take a public-be-darned at ti­
tude  and be completely free?

Mr. Bon). The language of the sta tute is that the Board may ins ti­
tute  proceedings looking toward the revocation of a certificate o f a 
carr ier and th at afte r being apprised of the charges and the findings 
of the Board in connection therewith the carr ier has to be given a 
reasonable time to rect ify whatever the findings of the Board are. 
This, in effect, means that we cannot revoke a certificate.

Mr. Bennett. You could revoke it if they did  not make the changes, 
couldn’t you? Is tha t not right?

Mr. Boyd. Oh, certainly.
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Mr. Bennett. And in a case like this wouldn’t there be a way 
without  revoking the license, of having Northeast improve the service? 
I mean taking away a license is a drastic  remedy in any instance, 
whether  it is a television license, or a license to run a railroad, or 
whatever it happens to be.

Mr. Boyd. I quite share that view tha t it is a drastic thing, but I 
must point out to you, Mr. Bennet t, whether i t was wise or not, North­
east acquired a temporary certificate. The period of tha t certificate 
ran, and with the normal procedures of the Board the question was 
raised whether there should be a thir d carrier on the Florida-New 
York-Boston route, not whether Northeast  should be renewed; 
whether  there should be three  carriers  on that route.

Mr. Bennett. The effect, of your decision is that  there is no need 
for three carriers.

Mr. Boyd. Tha t is exactly  right.
Mr. Bennett. At the present time.
Mr. Boyd. Tha t is right.
Mr. Bennett. Will the effect of this be that  the other two airlines 

will make more money as a result of the ir operations?
Mr. Boyd. Hopefully, yes, sir.
Mr. Bennett. Is there any indication tha t the public will get bet­

ter service over these routes with the third carrier out?
Mr. Boyd. I don't know that there is any indication tha t the public 

will get better service on the New York-Flor ida routes.
Mr. B ennett. But the carrier s will make more money?
Mr. Boyd. We hope so.
Mr. Bennett. What about the public? Don’t you think i t is better  

for a person to have a choice of three airlines to go somewhere than 
two ?

Mr. Boyd. Not necessarily; no. I don’t think  th at generally holds.
Mr. Bennett. The time factor alone, the schedule alone, it would 

be beneficial to the public, wouldn’t i t?
Mr. Boyd. No, sir. That is one of the disappointments about com­

petition in the airline industry. The fac t of the matter is tha t the com­
petitive  services all operate a t the same time.

Mr. Bennett. Whose fau lt is that?
Mr. Boyd. The carriers say i t is the public’s fault, because what they 

do is shift around until  they find when the public wants to move. You 
can get four planes out of A tlan ta for Washington at 12 o’clock noon. 
Then you can’t get another one until I th ink 4 o’clock in the afternoon. 
The same thing  for Chicago-Dos Angeles. There are four  competing 
airlines. They operate four flights nose to tail.

Mr. Bennett. This decision is not based on the fac t tha t the other 
two lines will be better  off if there are only two operating, is it?

Mr. Boytj. No, i t is not based on tha t fact, although we certainly 
hope tha t will happen, and as far  as what the public  benefit from them 
being better off is I can only say that in the  long run  if the two car­
riers opera ting are more profitable, then it will be necessary sometime 
for them to reduce their fares.

Mr. Bennett. Then, if you followed that  logic, if you reduce it to 
one carrier  wouldn’t he opera te more profitably ?

Mr. Boyd. Oh, I think  so; yes, sir.
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Mr. Bennett . Ar e you givin g though t to red uc ing th is to one ca r­
ri er  ?

Mr. Boyd. No, sir .
Mr . Benn ett . That  is th e thou gh t th at  occurs to me as to how fa r 

you  hav e gone  in th is  a rea . In  e lim inati ng  comp eti tion, if  it is d es ir­
abl e in th is case, if  it is bene ficia l, and you say des irable , fo r the  re ­
maining  two c ar rie rs  to  m ake more money,  because of  t he th ird  c ar rie r 
be ing  elim ina ted . I f  you  follo w th at  logic, you  could also take the  
second ca rr ie r off an d leave one the re,  and the n you  have a monopoly 
si tu at io n aga in. Whil e it  is tru e th at  the rem aining  ca rr ie r wou ld 
make more money, it is also tru e that, the pub lic  wou ld pro bab ly get  
in fe rior  service. Is  th at  no t a  fa ir  assum ption  ?

Mr . Boyd. Not  neces sar ily , altho ug h I  th in k general ly th at  seems 
to be the  case. I f  you are at  all  intere sted in my perso nal philosop hy 
about th is I  will  be  glad to  g ive  i t to  yo u, an d th at  i s t hat  as I read the  
Fe de ra l Av iat ion  Ac t, as it  ref ers to com petiti on  to  the exten t neces­
sa ry , my  own view is t hat  the p ublic  is go ing  to be be st served  by qua lity 
of  com pet itio n ra th er  th an  us ing  q ua nt ity  as the  stan da rd , and  I feel 
th at  the public is well served in th is  coun try  if  the major ity  of the  
rou tes  have tw o-carri er com petiti on  an d the comp eti tion is of good 
qu ali ty . I t would  give  me no  problem  whatsoever , a nd  I  have m ade no 
sec ret  of  this. I  have been  com pletely  open in my sta tem ents on thi s 
mat te r. Th is is th e way I feel .

Mr. B enn ett . Wo uld  i t g ive  you a problem if you  reduced  i t to one  ?
Mr . Boyd. Over rou tes  th a t can pro vid e suffic ient traffic  fo r more  

th an  one, no, I th ink there sho uld  be two,  and in ma ny  cases I th ink  
th at th ree are  all rig ht . I  do feel thi s, th ou gh : T hat  in some of the 
sm all er traffic m ark ets  th ere shou ld be a monopoly o perat ion .

Mr. Benn ett . W ha t I am  rea lly  int ere ste d in th is  mo rni ng  is not 
No rth east,  although I see a possibility of some ser iou s problems re­
su lti ng  if  t he  Board  fol low s th is philosop hy of  c ut ting  down com pet ­
ing  serv ices  because the  few er  you have, the  st ro ng er  you  make  the 
ones t hat remain.

Mr . B oyd. You have to  do a ba lancing.
Mr. Benn ett . W ha t I wa nted  to ask  you about real ly th is  m orn ing  

was som eth ing  con cer ning loca l service lines , which are of more pe r­
sonal concern  to me beca use th ei r lines serve the  di st ri ct  I represent . 
Our  peo ple  a re concerned abou t the  rece nt deci sion—I  guess  it  was a 
deci sion  of  the  Bo ard —w ith  respect to cu tti ng  dow n sub sidy fo r local 
fee der lines. Am I  r ig ht ? W as  it a decision ?

Mr. Boyd. I t  was a  s tudy  w hich was adopted  by the B oard : yes, sir .
Mr.  Benn ett . So it is in effect a decision  ?
Mr. Boyd. I t  is in effect a d ecision.
Mr. Benn ett . W ha t is th e bas is in as sh or t an answer as you can 

give  for  cu tti ng  the sub sidy to  these feede r ai rlines ?
Mr.  Boyd. The  sho rtest answ er  I can give you is th at  we feel th at  

rev enu es wi ll grow fa ster  than  costs.
Mr . B ennett . T o the  fee der a irl ine s ?
Mr.  B oyd. Yes, sir-
Mr. B ennett . W ha t will b e th e effect o f th is rule  or  decis ion of  yo ur ­

sel f in resp ect  to the  service that  is  now b ein g p rovid ed  b y local service 
ca rri er s?  Will it serve to im pa ir  the service or  c ur ta il it?  W ill  i t c ut
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down the number of flights tha t are now available on the routes covered 
by these local feeder airlines ?

Mr. Boyd. I can’t give you a blanket answer, Mr. Bennett. It  will 
cut  down the flights in the  high-density opera tions and provide a mini­
mum of  two flights in the thin  area, so, in some cases, there will be an 
increase in flights and in othe r areas there will be a decrease.

Mr. Bennett. Effective September 1, one of  the flights going into  
Houghton, Mich., will be reduced. I don’t know whether you are 
fam ilia r with tha t area or  not. There are presently three flights a day, 
three in-and-out flights, and I understand tha t as a result of this  de­
cision the number of flights will be reduced to two. Could th at flow 
from your decision ?

Mr. Boyd. Tha t is possib le; yes, sir.
Mr. Bennett. To what extent will fur ther  curtai lment  be made?
Mr. Boyd. This study provides for two a t the bottom and seven a t 

the top.
Mr. Bennett. Wh at do you mean by that  ?
Mr. Boyd. With  subsidy being paid for a minimum of two flights 

and maximum of seven, depending on the traffic. The study itself is 
really  an expression of the Board’s views as to what will happen in 
given areas. The appl ication of subsidy payment comes through what 
we call a class rate fo rmula , which is applied to all 13 local service car­
riers.

Mr. Bennett. I s this rule to be applied uniformally  to all local 
service carriers ?

Mr. Boyd. Yes, sir.
Mr. Bennett. And i t will provide a minimum of two flights at each 

airport now being served ?
Mr. Boyd. T hat  is the  general policy. There are certain areas, Mr. 

Bennett , where the service is provided only because the community is 
isolated, and has no means of public t ransport , and has no traffic to 
speak of, where there will be only one flight a day or, in some cases, 
there may be only three  or four flights a week, but this is merely to 
provide a link with the  outside world of public tr ansportation. How­
ever, generally there will be two.

Mr. Bennett. You say th at this  policy will resu lt in the local feeder 
airlines making more money and being aole to give better service ?

Mr. Boyd. No ; I don’t know that it will.
Air. Bennett. I thou ght tha t was the short answer you gave me.
Air. Boyd. I  said that  we think the revenues there will increase 

fas ter than  their costs.
Air. Bennett. In  other words, they will make more money ?
Air. Boyd. Not necessarily, because we are reducing  the subsidy.
Air. Bennett. They will make less.
Air. Boyd. AVe would like to hold them about where they are.
Air. Bennett. At  least Government expense?
Air. Boyd. Yes, sir.
Air. Bennett. Is it y our  feeling, or is it the Board’s feeling that  the 

local lines now are operating  scheduled flights in and out where they 
are not necessary ?

Air. Boyd. In some communities; yes, sir. We have what we call 
a use-it-or-lose-it policy and we have a rule of thumb, which is not 
scientific, bu t it is t hat  if a station does not generate five passengers
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a day, the n it is high ly  quest ion able th at  the re is any publ ic con­
venience  and  necessity shown fo r the service.

Mr.  Benn ett . Tha t incr eas es t he  subsidy  ?
Mr . Boyd. Tha t is ri gh t,  and wi tho ut any  com mensu rate  publ ic 

benefi t i f th e service is not be ing  utilized .
Mr. B enn ett . Th at  is all.
Mr . F riedel. Mr. Nelsen.
Mr.  Nelsen . At the  conclus ion of the  he ar ing the othe r day  I sup­

plied a s tatement  fo r the re cord of  which  I  gave you a copy an d also  sub­
mitt ed  nine questions de al ing wi th the  subsidy  pr og ram  specifical ly 
as it rel ate s to No rth  Ce nt ra l Ai rline s which serves M r. Bennett 's area 
and the only  air lin e se rv ing ma ny of  the  par ts  of my  Sta te.  These 
sm all er feeder -line services— an d I att ended the he ar ing in the caucus 
room  in the  Hou se of Re prese nta tiv es—it  was m y un de rst an ding  t ha t 
th is so-called new subsidy pr og ram  fo r local sendee air lin es  fo r the 
int erm ediate -sized  com mu nit ies  was being revised, alt ho ug h the th ing 
th at  di stu rbs me is the  fact  th at , pre sen tly , No rth  Ce nt ra l Air lines 
has  been  notified  tha t subsidies  are  to  be cut back  before  th is  new policy 
goes in to  effect. As a res ult  of  this  cu tback, all of  these  sma lle r inte r- 
media te-s ized com munite s in my are a have now l)een cu t back  to one 
fligh t a day . The th in g th at seems to me a lit tle  inc onsis ten t is the  
fact  th at , whi le under the  poli cy  sta tem ent  of  t he  C AB , the y feel th at  
two fligh ts a day  is a necess ity to  keep an ai r ter mi na l and  an ai rp or t 
going.  A t the  same tim e th is  cutback now pre sen ts a per iod  in be­
tween th a t is qui te dis as tro us . I pick  up the  local pa pe r and read 
about Fe de ral  fun ds  go ing  in to  th is lit tle  ter mina l her e or there and 
at  t he  same tim e the  subsidy is cut  back,  which  almost neutr alizes  th e 
effec tiveness of the  air lin e in th is  pa rt icul ar  com mu nity.

Go ing  back to the  sta tem ents on the floor rel ative  to the  inc orpora­
tion , I th in k if you will read  the colloquy on the  floor, Chairma n 
Thom as pointed  out t ha t money  would be a vailable  t o do an adequate 
job  in keep ing  wi th congressio nal  intent. Aly pu rpose is not  to level 
any  abu se on the  C AB at  all.  I  th ink the CA B has att em pted  in thi s 
case to  follow congres sional direct ive s. I t  is my hope, however, th at  
we cou ld speed  up the ap pl icat ion of th is new policy  so th at  the re 
wou ld no t b e  too gr ea t a ga p between the  presen t op erat ion and the  
appl icati on  of  the new pol icy . In  my judg me nt,  if  I  un de rst an d it 
correctly, th is would  re insta te  serv ice to these com muniti es, and  there 
are  m any of  them. I  h ave  ta lk ed  to our  con gres sion al del ega tion from 
Minne sota. Wino na has been affected. Th ie f Ri ve r Fal ls  has  been 
affec ted, Fa irm on t, Mankato,  W or th ington , a nd  I  believe th at  you are  
to be lau ded fo r your  object ive . I  do question, how eve r, the gap in 
betw een and I  w onder if  th ere is a ny th ing t ha t we can  do or  you could 
do to spe ed it  up. As I  un de rs tand  the  purpo se of  the  h ea rin g in the 
caucus room was to reve al th e plan  and to exp ect  or  hop e fo r con­
gre ssional supp ort f or  the  pl an .

Air. Boyd. Yes, sir.
Air. Nelsen. I would like to  aid  in th at  objective th at was cited in 

the  he ar in g and I  would  like to have  yo ur  comment re la tiv e to the  
problem th at  I  c ite.

Air. Boyd. I  th ink I  can  answ er  it th is way , Air. Nels en. We have  
requ ested the pre sident s and th e finan cial vice pres iden ts of  a ll of  the 
local serv ice ca rri ers to  meet with  th e Board  in  the i mm ediate f utur e to  

40-6 62— 65------ 8
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discuss the effect of this policy on their operations and to ascertain 
how we can get this matter  initiated at the earliest possible moment. 
We have some measure of control over the scheduling of the local 
service carriers. We don't have any over the  t runks. I think that  a 
number of the managements of local service carriers are probably tak­
ing action which they deem to be prudent at the moment without 
knowing exactly what the impact of this policy is going to be. Human 
natu re being what it is, everybody figures that they are going to get 
hurt, and it  is just a question of how bad before they really know what 
is involved.

Mr. Nelsen. Relative to that , I personally talked  to the chairman 
of the board of North Central and he was not aware of this new policy 
and had not been advised of it. I actually sent him a copy of the 
statement tha t was presented in the caucus room. Were any of these 
feeder airlines advised of this move to head off what  I think is a 
disastrous position and have they been consulted in any way at all ?

Mr. Boyd. This study was provided to all the local service car riers 
immediately upon its release.

Mr. Nelsen. But prio r to tha t there had been no consultation ?
Mr. Boyd. No, sir; no, sir. We were in somewhat of a box because 

this was oar report, but it was a report that  was made specifically at 
the President’s request.

Mr. Nelsen. It  is my understanding  tha t effective September 1, one 
flight a day goes into effect in the area tha t I  speak of. In the event 
tha t this new policy goes into effect, how long would North Central 
need to re instate this flight, back through just the mechanics of opera­
tion to two flights a day? We are not asking for seven. We are 
happy  to have two.

Mr. Boyd. I don’t  know how to answer that, Mr. Nelsen. I would 
have to provide you with an answer because I  am just not sufficiently 
familiar with the operational problems and I don’t know to what 
extent we are ta lking  about a shift from summer to winter schedules 
either , which may be involved in this.

Mr. Nelsen. I see. My purpose mainly in bring ing this to your 
attent ion is not one of criticism. It  is with the hope that  working 
with you we can speed up the new policy, the subsidy, which I think 
has merit, and also I  do feel tha t in some of these intermediate-size 
communities, where we have pu t Federal funds into a terminal and an 
airport,  and with many of the railroads presently not supplying pas­
senger service, the natural next step would be more participation and 
the use of the airline. I hope we can have tha t in mind because I do 
believe that these communities will furnish adequate passenger sendee 
in the future to do w hat I am sure you want to do, and I know we 
want to  do.

Mr. Boyd. Yes, sir.
Mr. Nelsen. Hopeful of the fact that  finally subsidy will not be 

necessary, so if there is anything we can do and if you have any fu r­
ther information for me let me know. I have been told the answers 
to the questions that I have submitted would be supplied to me some­
time today.

I thank you very much.
Mr. Boyd. Yes, sir.
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Mr. Nelsen. I can appreciate the hot seat that you are on. I used 
to run a downtown agency and I have been in tha t witness chair 
myself.

Thank you.
Mr. Boyd. Thank you, sir.
Mr. F riedel. Mr. Keith. Will you limit it to 5 minutes?
Mr. Keith. Yes.
Thank  you, Mr. Chairman. If  you concluded, Mr. Boyd, in 1961 

and 1962 tha t it was good public policy to permit Northeast to con­
tinue you must have considered the alternate course of not wanting 
them to continue and concluded that  the adverse factors were o ut­
weighed by the positive decision which you reached. One of the fac­
tors tha t you did consider, of course, was the question of service to 
the public, but one of the adverse factors th at you must take into con­
sideration now is this subsidy of $3.7 million. You have imposed 
upon the Federal Government an obligation to subsidize Northeast’s 
New England  route. I t seems to me that  most adverse of all factors 
is the loss tha t is going to take place by the Northeast stockholders 
and creditors because they are geared to long-run operations. If  they 
only have the New E ngla nd operation, the  jets  and the I)C-6 's are of  
no value and they will have to sell them at a forced sale or let the 
creditors  take them over. This is why Northeast would have to go 
bankrup t, because their equipment, generally speaking, is of no value 
in the New England route. Isn ’t th at true?

Mr. Boyd. Their equipment is certainly not the most adequate for 
the New England regional service.

Mr. K eith. It is a very grim  picture and th eir chance of being able 
to survive is almost nil if  this  decision stands.

Mr. Boyd. That  I don’t know.
Mr. K eith. Perhaps as a halfway measure, if they could be certifi­

cated for the Washington and Philade lphia run, some of their  equip­
ment and some of thei r personnel could be saved. Have you given 
any consideration to this ?

Mr. Boyd. I can only tell you, Mr. Keith, in th at connection that the 
records shows that the run from Washington north has lieen one of the 
heaviest losers on the system of Northeast Airlines.

Mr. Keith. Well, certain ly the reduction in fares and the increase 
in service has given us superb service back and for th to Boston from 
Washington.

In conclusion, how can an  industry be truly  dynamic if they live in 
fear of the kind of bureaucratic control as lias been revealed in this 
situation where you believe th at generally speaking two competitors 
is enough. How will more people get into this? How will third 
carrie rs feel? How can they  be t ruly  dynamic if you are going to 
stabilize, it as a two-carrier  market ?

Mr. Boyd. Let me say this.
Fi rs t of all, I don’t  know that there, are any adherents  to my point 

of view at the  Civil Aeronaut ics Board, but I stated I was expressing 
mv personal philosophy. I have no idea that  any of the o ther Board 
members share my views at all in this matter.
^Secondly. as far as the bureaucratic action, we get righ t back, Mr. 

Keith, to the fact that  somebody has to make decisions and they
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eit he r go one way or  the y go th e oth er.  Al l I  can do is express  my 
views , and I  th ink fo r the benefit  of  t he  air lines who have  grea t con­
cern  I can  say  very saf ely  th at I  do not expect to live  my life  ou t at 
the  C ivi l Ae ron autics Bo ard  ru nn in g them  out of  business.

Mr. K e it ii . Th an k you,  Mr.  Cha irm an .
Mr.  F riedel. Air. Boyd, ju st  fo r the  record  and th is  has  some­

th in g to do 'with Fr iend sh ip  A irpo rt , at  the las t me eting  I asked  you 
a quest ion  about the  possibil ity  of  i ssu ing  a dir ect ive  th at Fr iend sh ip  
A irpo rt  serve both  W ash ington  and Ba ltimo re an d you  said you 
were l eaving  town.

I don’t know wheth er you ha d time to go into it  or  not . Do you 
hav e an y answ er to t ha t to day ?

Mr. Boyd. No, sir.  I  find th a t the question th at  you  raised  has 
some very conside rable legal com plexiti es invo lved  an d it  is bein g 
worked  on at  the  mom ent an d I  wil l subm it an answer to you jus t 
as soon as we can  find an an swe r.

Mr.  F rif.del. The only  th in g th at I wa nt you to keep in mind is 
th at  I th in k the re has  been some misi nterpreta tio n of  y ou r stat ement  
when  you said th at  people who wa nt to go to W ash ington  will have  
to go to  Du lles.

Mr. Boyd. I didn ’t m ake  th a t s tatement .
Air. F riedel. Tha t is b ein g que stio ned  an d some of  t he  a irli nes feel 

th at  they  hav e to dir ec t th ei r peop le th at  way,  and kno win g th at  
Du lles  is 75 miles from Ba ltimor e a lot of people hav e been incon­
venienced and I  hope th at  can  be corr ected and th at  any bod y who 
wants  to  go to Fr iend sh ip  will  know th at  it can serve Ba ltimo re and 
Washin gto n.

Air. B oyd. Air. Fr ied el,  I am at  the stage now where I  don t know 
wh eth er it is worse to  be understood o r misun ders tood.

Air. F riedel. I know th at  you  will do the  righ t th ing.  Th ere  is no 
quest ion  in my mind you  will  tr y  to hav e th is  one othe r th ing cor ­
rec ted, and I hope it  works  out . In  the  mea ntim e, I  am going to 
tu rn  th is  over to Co ngressman Macd onald .

Air. AIacdonald. Air. Ch ai rm an , ju st in the  sho rt tim e we have  I 
wou ld lik e to clea r up a coup le of  th ings  in  my own mind. In  answer  
to q ues tions pu t to  you by Air. Be nn ett , you  in dic ated th at  you tho ught 
th at  the publi c of New Eng la nd  would benefit by ha ving  No rtheas t 
ju st  be  a local ca rrier,  and  m y q ues tion  to you is if  th at  is so, wou ldn’t 
it. be pe cu lia r to  have  al l the  Memb ers of Congress fro m the New Eng­
land  States , the  Senator s and Repre sen tat ive s alik e, tak e a direct ly 
di ffe rent  position than  th at  wh ich  you advocate? Ce rta in ly  they are 
closer an d more resp ons ible  to the peop le of New Eng la nd  than  the 
Bo ard ap pa re nt ly  is.

Air. B oyd. I  don’t quest ion  th at , th at  the y are  close r. The th ing 
th at  I  can not climb aro und. Air. AIacdonald, is th at  ne ith er  they nor 
you have  the re spo nsi bil ity  for m ak ing th is decision.

Air. AIacdonald. I wish we did.
Air. Boyd. I wish you did too , believe  me. No th ing wou ld please 

me more .
Air. AIacdonald. Is n’t it  bey ond the  realm of  possibil ity  th at  pe r­

haps  a t a l at er  date  we c an ge t in to  ju st th at  ? I would th ink th at  you 
wou ld cha nge  yo ur mind abou t the  adverse effect on the  public  of  New
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England if their  elected Representatives don’t seem to th ink tha t this 
would help New England. As for the subsidy which you have held out 
with the ‘‘carrot” to Northeast, even that seems to have a dampener. 
You said tha t $3.7 million would go to Northeast  as a subsidy. Am I  
correct in my understanding tha t this  would only go to them afte r they 
abandoned any hope to maintain their  status as a trunk line?

Mr. Boyd. I  believe that the statement is in the opinion.
Mr. Macdonald. Do you have any idea of what is going  to happen 

to the trave ling public within  New England during this hiatus if 
Northeast abandons its attempts to maintain its right ful  run? When 
this trans ition  takes place, as you say is being backed to the wall by 
creditors, but still the subsidy will not be forthcoming from the Gov­
ernment. This seems like a very disadvantageous position for the  air ­
line to me and one which I  th ink  you would have the responsibility of 
clearing  up.

Mr. Boyd. The only thin g th at we can do, Mr. Macdonald, is to give 
assurances tha t service will continue.

Mr. Macdonald. And how will you give those assurances?
Mr. Boyd. I so stated to the Senate Commerce Committee. Our staff 

has made arrangements  with a number of carriers  to provide service 
in the event tha t Northeast should decide e ither tha t it did not want 
to or was not able to provide service in New England.

Mr. Macdonald. Do you think you can do i t on the basis of tem­
porary certificates ?

Mr. Boyd. No; I  think  we would do it on the  basis of exemptions.
Mr. Macdonald. I was also interested in your attit ude  toward 

Eastern in this decision. All the way through the decision—I haven’t 
counted them, I wish I  had—there  seems to be an under lying  “light 
motif,” to use the  musical term, in which the emphasis on Eastern’s 
position in this market seems to weigh very heavily on your  mind.

You say on page 18 that East Coast-Florida  markets have been the 
backbone of Eastern’s system. You say at the time that the Board de­
cided to give a temporary certificate to Northeast, Eas tern was making 
money. A period to be in a st rong  position and, therefore, it was all 
righ t to give a certificate to Northeast  since the strike and thei r loss 
of money you seem to feel that  Eastern ’s position is the one that should 
be looked at in this field. I say to you th at I th ink tha t th at is not the 
intent of the act nor the intent behind the B oard’s decision. One air­
line’s position should not overwhelm the position of another carrier 
which has proved its fight to operate in this field.

I would like you to comment on that if  you care to.
Mr. Boyd. I will be glad to. What we are dealing with here is an 

air transport system for the United States. As I view this thing, 
Mr. Macdonald, the Board is engaged in a balancing act and we have 
reached a judgment on a balance tha t doesn’t seem to coincide with 
your views. I think that there is some feeling th at there is something 
magic about the existing number of air carriers and I  don’t share that  
view at all.

Mr. Macdonald. I share th at view with you, too, sir. I am talking 
about a specific run. Why should the interest tha t Eas tern  has in 
maintaining its position in the Boston-New York-Washington-Miami 
run be paramount in this  decision ?
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Actually  the decision relates specifically to Northeast and I would 
think tha t the majority of the Board  would have joined with the 
minority and looked to its effect on Northeast, which is the carrier 
in question, not Eastern. Eastern you say can survive with a third 
carrier in the  market.

Mr. Boyd. Tha t is right.
Mr. Macdonald. It  survived in a similar market in the decision I 

read to you, which I am sure you are familia r with, the Chicago-Miami 
market.

Mr. Boyd. Tha t is right.
Mr. Macdonald. Why is the great emphasis pu t on Ea stern’s posi­

tion?
Mr. Boyd. Well, in the simplest terms I can put  it, Mr. Macdonald, 

Eastern was there before Northeast was there.
Mr. Macdonald. Eigh t, and I give full credit to Eastern  for pio­

neering this market. They had a monopoly. They carried  all the 
passengers to Florida but times have changed.

The American public’s traveling habits have changed. Airlines 
have changed. And J don’t thin k even you will say that  the market 
won’t support three carriers because it is the second larges t market in 
the United Sta tes. Isn’t tha t correct ?

Mr. Boyd. Yes, si r; tha t is correct.
Mr. Macdonald. If  it is the second largest market in the United 

States and if 13 other small markets  can support 3 airlines, why do 
you say that  this run cannot support 3 airlines ?

Mr. Boyd. I don’t know that  I  have said that 13 other markets can 
support 3 airlines , Mr. Macdonald.

Mr. Macdonald. I don’t know if  you have said it but the  Board, in 
13 separate cases, has at least 3 airlines in a smaller or simila r market 
so you don’t need to say it is. It  is a fac t of which I hope you are aware.

Mr. Boyd. Yes, sir; I think  I am aware of it and I think we are 
plowing the same ground again that  we were earlie r this morning but, 
if I may reiterate, the decisions I  believe involving three carriers were 
based on piston equipment and the type of operation tha t was involved 
at that time. It  is open to question whether the Board today would 
award the same certificates if it had the opportunity to do it over 
again.

Mr. Macdonald. By this do you say that Eastern is going to operate 
jet. flights between Boston and Washington? It  is my understand­
ing—and I fly the flight twice a week—that  there are not jet flights 
hv Easte rn to Washington. Eastern very smartly is cashing in on 
the fact tha t they have written these planes off.

They are absolute liabilities to them. I fly in planes of Eastern 
that I sometimes wonder i f they would pass a very stringent  safety 
test. They are old. I would thin k the number of miles tha t has been 
logged in them would be astronomical, so it  seems to me sort of an 
evasive answer for you to say tha t the situation  has changed, that 
now tha t the jets have arr ived the whole situation is different. The 
fact of the matter is that jets are  in existence, but they aren ’t being 
utilized on these particular runs to the exclusion of the piston-type 
operations, and you know that to be a fact.

Mr. B oat). Mr. Macdonald, I  was referring to the Board’s certifica­
tion of 3 carr iers in the 13 m arkets  which give you so much comfort.
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Mr. Macdonald. I will tell you, Mr. Boyd, tha t nothing gives me 
comfort in this situa tion, because I think  a grave mistake has been 
made. I think tha t an airline has been pu t out of existence that 
should be in existence because of its record and I take very small 
comfort in the fact that other airlines have th e blessing of the CAB 
to fly in markets that support them.

My point is that Northeast has not had the blessing and as a matt er 
of fact has been grave ly wounded by the CAB in saying tha t they 
can’t fly in a market that  will support three carrie rs.

Mr. Boyd. You are arguing with me about the decision, Mr. Mac­
donald, and-----

Mr. Macdonald. I  am not arguing because I know tha t I can't  
argue with you, Mr. Boyd. As you say, you have given years of your 
life to the Board. You deal with this all the time. You are much 
more knowledgeable than I in the field and I admit that,  so I  am not 
arguing. I am merely commenting on some things th at seem to me to 
be inconsistent. It  isn’t just a matter of Northeast, but the policies 
tha t you have announced in the decision and orally here today, go 
beyond Northeast, quite conceivably, which is one m atter I hope to 
take up in executive session. This same thin g could happen to ai r­
lines all over the country where the CAB could say, “Well, tradit ion ­
ally there have been th ree carriers in this field bu t I think tha t now 
we only need two.” Where is it going to stop ?

There are 2,100 famil ies in my d istric t who will be out of work for 
concrete examples. Is  the philosophy tha t you expressed here today 
to take over at the Board? I understand there  is some report  ci rcu­
lating down there, and I would like confirmation as to whether or not 
this as a fact;  a repo rt called the Bluestone report tha t says the 
future of our airlines should be geared to two car riers in each market. 
Is that correct ?

Mr. Boyd. Tha t is correct, yes, sir. Tha t is a staff report and the 
report says about two carrier s as a general p roposition, yes, sir.

Mr. Macdonald. Isn’t this in direct contradiction with the spir it 
and the legal reasoning behind previous decisions of the Board tha t 
competition should be maintained wherever the traffic will permit it 
and that competition is to be encouraged, not discouraged ?

You said you were agains t monopoly. I  will ask you are you 
against duopoly ?

Mr. Boyd. No, I  am not against duopoly. I think we are talking 
about oligopoly and I must reiterate tha t my view of the public 
benefit comes from the quality of competition, not the quanti ty of 
competition.

Mr. Macdonald. Do you have any feeling tha t Northeast didn’t 
help supply quality of competition in this run as well as quantity?

Mr. Boyd. Oh, I think it did, yes. I think  Northeast is a fine op­
eration, wonderful people, good airplanes. I would like to say one 
thing , Mr. Macdonald. You talked about Eas tern  Air  Lines planes 
not being able to pass a safety  inspection. This disturbs me.

Mr. Macdonald. I did n’t say that , sir. I know you don’t have 
the safety regulations. They are before the FAA and I said tha t on 
boarding these planes many times I  see the age of them and I  as a l ay­
man and as a member of the traveling public wonder about the safety 
of these very ancient airplanes.
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Mr. Boyd. I can assure you, sir, even though we don’t have the 
safety responsibility, th at there is not an airplane flying on the airline 
today that isn’t as safe as human beings know how to make it.

Mr. Macdonald. I am glad you brough t that  up because I won’t 
want to leave the impression in the record tha t I  am a t all suspicious 
of th e efficacy of the FAA. I have grea t respect for Mr. Halaby and 
the job tha t both the CAB and the FAA do in the field of safety. 
I am merely pointing out the fact tha t they are flying these old air ­
planes because of your constan t repetition tha t i t is a new ball game, 
tha t the jet era is upon us and perhaps the decision to let Northeast 
enter this market would not be the  same had they had jets during  tha t 
time.

I thin k tha t is an erroneous statement and I think tha t you will 
agree th at I  am entitled to at least my opinion of it.

Mr. B oyd. Oh, surely.
Mr. Macdonald. In  closing, and  we are beyond the time limit and 

the House is in session, I  would just like to ask you a question about 
this. Obviously, the economy of New England has been adversely 
affected by this decision. Our electronic plants and the public in gen­
eral have been adversely affected in thei r ability to travel when and 
where they  want to.

I  th ink tha t there  is no question since Northeast, according to many 
statements, may be out of business unless this decision is reversed, so, 
in general, everybody who touched this thing in New England has 
been adversely affected by your  decision. I would like to ask you 
who has been benefited from the decision ?

Mr. Boyd. Mr. Macdonald, the only thing  I can say in response to 
your question is that I do not  accept the underlying premise tha t every­
body has been adversely affected.

Mr. Macdonald. Would you say tha t the 2,100 families in (he 
Grea ter Boston area have not been adversely affected when their jobs 
have been taken away from them ?

Mr. Boyd. This is a figure that is being thrown around.
Mr. Macdonald. It  is not a figure being thrown around. It is a 

figure which was supplied fo r the record from the employment records 
of Northeast Airlines.

Mr. Boyd. I don’t question there are 2,100 people who work for 
Northeast Airlines, Mr. Macdonald. I do question tha t there are 
2,100 people working for Northeast Airlines who are going to lose 
the ir jobs.

Mr. Macdonald. I know tha t a letter was written  by Eastern Air 
Lines on August 14, the day before the decision we have been ta lking 
about, which was addressed to Senator Monronev, chairman of the 
Aviation Subcommittee, in which they said tha t Eastern Air Lines 
was prepared to employ such of Northeast’s ground employees s ta­
tioned south of New York as National Airlines may not hire. Do you 
have any idea how much that  would be in the overall picture south 
of New York for the Northeast  employees?

Mr. Boyd. No, sir, I  don’t.
Mr. Macdonald. Well, it  is a very small amount of the overall figure. 

And 25 percent of the estimated 800 Northeast ground employees based 
in Boston, roughly 200 people. I am fu rthe r told that  when applica­
tions have been made to Eastern Air Lines the people who made appli-
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cat ion  have been told th at  E as te rn  Air  Lin es them selves have peop le 
who have s en ior ity  wi th  Eas te rn  A ir  L ine s who can't  be employed  in 
New E ng land , so th at  seems r at her  meaningle ss.

An d th is  makes the sta temen t th at  100 of  the  pre sen t No rth east 
pilots , prov ide d the y are  sti ll availabl e, “B efo re we em ploy more than  
100 of th e 200 p ilo ts we ar e s till  s eeking at  the  final  stage  of  ou r rec ru it­
me nt of  p ilo ts be gun las t spr in g. ”

Pi lo ts  t el l me t hat  i t is pe rfe ct ly  m eaningle ss because the  pilots  who  
hav e been flyin g get  wi th t he  ru les  of  sen ior ity  th at  govern  those un ions  
will go dow n pe rha ps  to bec oming  copilo ts f lyin g D C-3 ’s. Tha t seems 
like  ha rd ly  a very like ly soluti on  th at  Ea ster n says they  may hi re  80 
fligh t at tend an ts.  I f  you ad d all those up  and tak e th e emp loym ent 
rol ls of  No rth east,  I  th in k you will  find th at  the de nt  made in the 
une mploy ed created by th is  dec isio n will be very sma ll. I would like 
to  know if  you have  some in fo rm at ion th at  some of  u s may have who 
are in ter es ted  in th is unem plo ym ent problem where  thes e people are 
go ing  to be employed.

I)o  you have any  knowledge on th is su bj ec t?
Mr. Boyd. No, I do n' t have any  knowledge on the sub ject , Mr. 

Macdo nald.
Mr. Macdonald. Th en  why do you say th at  the figu res  are  being 

throw n arou nd  of  2,100 which  is no t cor rec t. I t seems to me to be 
emine ntly correc t.

Mr.  Boyd. Because you are assum ing  th at No rth east is closing its  
doo rs an d go ing  ou t of  bus ines s, and I am no t ass um ing  that .

Mr. Macdonald. We  h ave  ju st  gone  thr ou gh  the  fact  th at  the  only  
mo ney ma kin g run  they hav e is to  Flor ida. Th at  will be gone. You 
have  been  say ing  th at cre di tors  are pre ssing  Ihem , and 1 quote, th at  
bore on y ou r mind du ring  the tim e, and I am sure  t rou ble d sometimes, 
you w ere ma kin g th is decision. You  fu rthe r have said th at  as a local 
operat ion  there will  be subsidy , bu t there  will  be a hi atus  per iod  of 
some mon ths  before  th is sub sidy will be for thc om ing .

Mr. Boyd. I  do n't  know t h a t I  s aid  t ha t, Mr . Macdo nald.
Mr. Macdonald. I  asked you if  th at  wou ld be th e fac t and  you 

said yes, there would be an d th a t you wou ld by exe mption  let oth er 
air lin es  fly the rou tes  th at Nor th ea st  was pre sen tly  fly ing .

Mr. B oyd. I am glad  you  mentioned th at  because you complete ly 
misun der stood me and ap pa re nt ly  I com pletely  misun der stood you.

Mr. Macdonald. Pe rh ap s bo th  of  us.
Mr. B oyd. I  under stood you to  ask  me wh at wou ld happ en  if  th ere  

was a hi atus  and I  tol d you th at  we would see th at  serv ice  was pr o­
vided. Now, you hav e assumed the hia tus . We have sta ted , if  you 
will  pa rd on  me, sir,  th at  we ar e pr ep ared  t o pay No rth east a subs idy 
begin ning  a ny  day .

Mr. Macdonald. An y day be fore  they give  up  th ei r figh t to keep 
th e line?

Mr. Boyd. No, no.
Mr. Macdonald. Is n ’t th at  ho ld ing a g un to th ei r hea ds?
Mr.  B oyd. It  may  well be. I  don’t know.
Mr. Macdonald. You don’t know? W on ’t the fact s speak for 

them selves?  Wh en you say  to  No rth east,  “Y ou are  en tit led to sub ­
sidy and  we will  give  it  to you an d we will give it  to you  the  day  
th at  you stop yo ur  fight fo r exis tenc e as a pa yi ng  ai rl ine and when
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you stop being a paying a irline and go back to being a local operated 
airline, we will give you a subsidy,” do you think that  Northeast or 
the creditors  of Northeast should just throw in the towel at this 
point and stop there their fight to stay flying when they have served 
New Eng land  so well?

Mr. Boyd. No, I don’t think I would say they should do that. I 
thin k they should make the ir own decisions. The best we can do is 
outline the rules of the game.

Mr. Macdonald. Since you say this is such a dynamic industry, as 
I read the decisions of the Board this partic ular  decision seems to in­
dicate that perhaps the rules of the game have changed because the 
same criteria  tha t have been used in other awards or certifications 
were not used in this par ticu lar case and tha t is the major dis turbing 
factor.

I don’t think the rules of the game as outlined in other cases were 
followed in this part icular case, and for that  I am sorry and I hope 
that we here in the Congress can do something to correct it. I know 
tha t it is a difficult job tha t you had, bu t many of us in public life have 
also very difficult decisions to make and it  is part o f the job. The peo­
ple whom I really feel very sorry for in this matte r, and 1 am not 
being a demigod in a cliche ridden speech, are not myself or any other 
public members from New England , but the 2,100 families who have 
been with this airline who have bu ilt up seniority, who have children, 
mortgages, and all the othe r things that  human beings have as they 
develop families, and are suddenly confronted with an impasse, that 
the airline tha t they have given literal ly thei r life to in many cases, 
is suddenly by bureaucra tic decree just  swept from the board.

The airline is no more. What do you tell these people when they 
ask you why. I have been searching for a reason to tell them why 
and I can’t find one, and I  certain ly don’t blame you for it. I have 
read your decision. All I can tell  them is t ha t three people in Wash­
ington indicated tha t there  was no need now for an airline flying to 
Flor ida , and tha t is small comfort to them, I assure you, Mr. Boyd.

Mr. Boyd. Mr. Macdonald, the system is your system. You, the 
Congress, set up the Civil Aeronautics Board and you, the Congress, 
provided tha t i t would act by majority vote. This is not my system. 
I think tha t I share all of your concern about the welfare of folks 
who work for Northeast Airlines.  I am a human being just like you. 
I have my obligations and I  have carried them out as best I know how. 
The fact  that there were 3 men or 90 men I don’t t hink makes one bit 
of difference. This is the system of Government in the United States 
and to assume tha t there is something reprehensible because three 
men did  something is to me utter ly nonsensical, Mr. Macdonald.

Mr. Macdonald. I don’t think that you have heard the word “repre­
hensible” used in this room or by anybody else tha t I know that has 
been connected with this. If  the shoe fits, I  would say put it on if I 
wanted to argue with you, Mr. Boyd, but I won’t say that. I haven’t 
said that your actions have been reprehensible. That  is none of my 
business. If  there is anyth ing that  has been reprehensible, as the Con­
gress set up your Board, i t also set up a subcommittee within the ju ris­
diction of this committee called the Legislative Oversight Commit­
tee to oversee the work of the agencies which the Congress has set
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up, and I am sure tha t if there is any evidence given to that commit­
tee tha t something reprehensible has happened, obviously the situa ­
tion would be corrected, and, therefore, I can 't subscribe to your state­
ment tha t we feel that y our actions have been reprehensible.

In closing, I would like to  say just this : That  I do think, however, 
that while the decision was perhaps not reprehensible, it did not fol­
low the same criteria of other  decisions in simila r matters. Tha t is 
the problem that sticks in my mind that needs to be solved. I don’t 
understand why the same criteria was not followed. You have no 
comment, Air. Boyd ?

Mr. Boyd. No, sir. I would like to make one comment, and tha t 
is that I don’t believe th at  it is to be expected that the Board is going 
to follow the same policies in 1970 with the supersonic transport 
tha t it did in 1938 with a DC-3 and I think  that you can expect 
our policies to change from time to time and some of it is just the 
natu re of the system. Every time we make a policy decision somebody 
gets hur t and somebody gains, and there is no way out of it.

The only way out of it is to just  make no decision, but if we do 
that we are not doing our job.

Mr. Macdonald. Thank you, Mr. Chairman.
The hearing is adjourned.
(Whereupon, at 12:20  p.m., the hearing  was adjourned, subject to 

call of the Chair.)
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